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THURSDAY, MARCH 28, 1957 


House oF REPRESENTATIVES, 
CoMMITTEE ON Pusiic Works, 
SuBcoMMITTEE ON FLoop ConrroL, 
Washington, D.C. 


The subcommittee met, pursuant to call, at 10:10 a. m., in room 
1302, New House Office Building, Hon. John J. Dempsey presiding. 

Mr. Dempszy. The hearing will come to order, gentlemen. 

This isa hearing on H. R. 3236, introduced by Mr. Jones of Alabama 
and H. R, 4266, by Mr. Davis of Tennessee, which are bills to amen 
the Tennessee Valley Authority Act of 1933, as amended, and for 
other purposes. 

Without objection, at this point in the record we will insert the bills. 

(The bills are as follows :) 


[H. R. 3236, 85th Cong., 1st sess. ] 


A BILL TO amend the Tennessee Valley Authority Act of 1933, as amended, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the last three paragraphs under the 
subtitle “Independent Agencies and Corporations” in title LI of the Government 
Corporations Appropriation Act, 1948 (61 Stat. 576-577), are hereby repealed ; 
and the Tennessee Valley Authority Act of 1933, as amended, is hereby amended 
by inserting immediately after section 15c thereof (16 U. 8. ©., sec. 831n-3) the 
following new section: 

“Seo. 15d. (a) The Corporation is authorized, without regard to the provisions 
of section 303 (a) of the Act of December 6, 1945 (59 Stat. 601-602; 31 U. S. C., 
sec. 868 (a)), to issue and sell bonds, notes, and other evidences of indebtedness 
(hereinafter collectively referred to as “bonds”) to assist in financing its power 
program, and to refund such bonds. The Corporation may use the proceeds of 
such bonds for the construction, acquisition, enlargement, improvement, or 
replacement of any plant or other facility used or to be used for the generation 
or transmission of electric power (including the portion of any multiple-purpose 
structure used or to be used for power generation) ; as may be required in 
connection with the lease, lease-purchase or any contract for the power output 
of any such plant or other facility; and for incidental purposes. The principal 
of and interest on said bonds shall be payable solely from the Corporation’s net 
power proceeds as hereinafter defined. Net power proceeds are defined for 
purposes of this section as the remainder of the Corporation’s gross power 
revenues after deducting the costs of operating, maintaining, and administering 
its power properties (including costs applicable to that portion of its multiple- 
purpose properties allocated to power) and payments to States and counties in 
lieu of taxes but before deducting depreciation accruals or other charges repre- 
senting the amortization of capital expenditures, plus the net proceeds of the 
sale or other disposition of any power facility or interest therein, and shall 
include reserve or other funds created from such sources, Notwithstanding the 
provisions of section 26 of this Act or any other provision of law, the Corporation 
may pledge and use its net power proceeds for payment of the principal of and 
interest on said bonds, for purchase or redemption thereof, and for other pur- 
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poses incidental thereto, including creation of reserve funds and other funds 
which may be similarly pledged and used, to such extent and in such manner 
as it may deem necessary or desirable. The Corporation is authorized to enter 
into binding covenants with the holders of said bonds—and with the trustee, if 
any—under any indenture, resolution or other agreement entered into in connec- 
tion with the issuance thereof (any such agreement being hereinafter referred 
to as a “bond contract”) with respect to the establishment of reserve funds and 
other funds, provisions for insurance, charges for supply of power, application 
and use of net power proceeds, restrictions upon the subsequent issuance of 
bonds or the execution of leases or lease-purchase agreements relating to power 
properties, and such other matters, not inconsistent with this Act, as the Corpo- 
ae may deem necessary or desirable to enhance the marketability of said 
onds. 

“(b) Bonds issued by the Corporation hereunder shall not be obligations of, 
nor Shall payment of the principal thereof or interest thereon be guaranteed by, 
the United States. Proceeds realized by the Corporation from issuance of such 
bonds and from power operations and the expenditure of such proceeds shall not 
be subject to apportionment under the provisions of Revised Statutes 3679, as 
amended (31 U. S. C., sec. 665), and such proceeds shall not be included in 
computations of receipts, expenditures, surpluses or deficits in the Budget 
prepared annually pursuant to section 201 of the Act of June 10, 1921, as 
amended (31 U. S. C., see. 11), except to the extent of the amounts budgeted by 
the Corporation for payments to the Treasury as interest on bonds of the Corpo- 
ration held by the Treasury, for payments pursuant to subsection (f) hereof on 
account of the appropriation investment as therein defined, and for reduction 
of said investment. 

“(c) Bonds issued by the Corporation under this section shall be negotiable 
instruments unless otherwise specified therein, shall be in such forms and 
denominations, shall mature at such time or times not more than fifty years 
from their respective dates, shall be sold at such prices, shall bear such rates 
of interest, may be redeemable before maturity at the option of the Corporation 
in such manner and at such times and redemption premiums, may be entitled 
to such relative priorities of claim on the Corporation’s net power proceeds with 
respect to principal and interest payments, and shall be subject to such other 
terms and conditions, as the Corporation may prescribe. The Corporation 
may sell such bonds by negotiation or on the basis of competitive bids, sub- 
ject to the right, if reserved, to reject all bids; may designate trustees, 
registrars, and paying agents in connection with said bonds and the issuance 
thereof; may arrange for audits of its accounts and for reports concerning 
its financial condition and operations by commercial accounting firms (which 
audits and reports shall be in addition to those required by sections 105 
and 106 of the Act of December 6, 1945 (59 Stat. 599; 31 U. S. C., secs. 850-851) ) ; 
may, notwithstanding the provisions of sections 302 and 303 of the Act of 
December 6, 1945 (59 Stat. 601-602; 31 U. S. C., secs. 867-868), or any other 
law, but subject to any covenants contained in any bond contract, invest the 
proceeds of any bonds and other funds under its control which derive from 
or pertain to its power program in any securities approved for investment of 
national bank funds and deposit said proceeds and other funds, subject to 
withdrawal by check or otherwise, in any Federal Reserve bank or bank having 
membership in the Federal Reserve System; and may perform such other acts 
not prohibited by law as it deems necessary or desirable to accomplish the 
purposes of this section. 

“(d) By agreement between the Corporation and the Secretary of the Treas- 
ury, the Corporation may sell bonds to the Secretary of the Treasury on such 
terms as may be mutually agreed including subordination as to principal and 
interest to the liens of other bonds sold by the Corporation under this section. 
The Secretary of the Treasury may also purchase bonds of the Corporation in 
the open market. For the purpose of purchasing said bonds either directly from 
the Corporation or in the open market, the Secretary of the Treasury is author- 
ized to use as a public debt transaction the proceeds from the sale of any securi- 
ties issued under the Second Liberty Bond Act, as amended, and the purposes for 
which securities may be issued under said Act, as amended, are extended to in- 
clude purchases of the Corporation’s obligations, but in computing the outstand- 
ing public debt the amount of any bonds issued by the Corporation and held by 
the Secretary of the Treasury as provided herein shall be deducted from the 
aggregate amount of obligations outstanding under section 21 of the Second 
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Liberty Bond Act, as amended (31 U. S. C., sec. 757 (b)), or under any other 
statute limiting the public debt. 

“(e) Bonds issued by the Corporation hereunder shall be lawful investments 
and may be accepted as security for all fiduciary, trust, and public funds, the 
investment or deposit of which shall be under the authority or control of any 
officer or agency of the United States. The Secretary of the Treasury or any 
other officer or agency having authority over or control of any such fiduciary, 
trust, or public funds, may at any time sell any of the bonds of the Corporation 
acquired by them under this section. Bonds issued by the Corporation here- 
under shall be exempt both as to principal and interest from all taxation now 
or hereafter imposed by any State or local taxing authority except estate, in- 
heritance, and gift taxes. 

“(f) From net power proceeds in excess of those required to meet the Corpo- 
ration’s obligations under the provisions of any bond or bond contract, the Cor- 
poration shall, beginning with fiscal year 1956, make semiannual payments into 
the miscellaneous funds of the Treasury on December 31 and June 30 of each 
fiscal year as a return on the appropriation investment in the Corporation’s 
power facilities. The said appropriation investment shall consist, in any fiscal 
year, of that part of the Corporation’s total investment assigned to power as of 
the begiuning of the fiscal year (including both completed plant and construe- 
tion in progress) which has been provided from appropriations or by transfers 
of property from other Government agencies without reimbursement by the 
Corporation, less repayments of such appropriation investment made under title 
II of the Government Corporations Appropriation Act, 1948, this Act, or other 
applicable legislation. The payment in each fical year shall be equal to the com- 
puted average interest rate payable by the Treasury upon its total marketable 
public obligations as of the beginning of said fiscal year applied to said appropri- 
ation investment. Payments due hereunder may be deferred for not more than 
two years when, in the judgment of the Board of Directors of the Corporation, 
such payments cannot feasibly be made because of inadequacy of funds oc- 
casioned by drought, poor business conditions, emergency replacements, or other 
factors beyond the control of the Corporation. 

“(g) The Corporation shall charge rates for power which will produce gross 
revenues sufficient to provide funds for operation, maintenance, and adminis- 
tration of its power system; payments to States and counties in lieu of taxes; 
debt service on outstanding bonds, including provision and maintenance of re- 
serve funds and other funds established in connection therewith; payments to 
the Treasury as a return on the appropriation investment pursuant to sub- 
section (f) hereof; and such additional margin as the Board may consider de- 
sirable for investment in power system assets, retirement of outstanding bonds 
in advance of maturity, reduction of appropriation investment, and other pur- 
poses connected with the Corporation’s power business, having due regard for 
the primary objectives of this Act, including the objective that power shall be 
sold at rates as low as are feasible. In order to protect the investment of hold- 
ers of the Corporation’s securities and the appropriation investment as defined 
in subsection (f) hereof, the Corporation, during each successive five-year period 
beginning with the period from July 1, 1955, through June 30, 1960, shall apply 
net power proceeds either in reduction (directly or through payments into re- 
serve or sinking funds) of its capital obligations, including bonds and the ap- 
propriation investment, or to reinvestment in power assets. to the combined ex- 
tent of at least the aggregate of the depreciation accruals and other charges 
representing the amortization of capital expenditures applicable to its power 
properties plus the net proceeds realized from any disposition of power facilities 
in said period. 

“(h) Power generating and related facilities operated by the Corporation under 
lease and lease-purchase agreements shall constitute power property held by the 
Corporation within the meaning of section 13 of this Act, but that portion of the 
payment due for any fiscal year under said section 13 to a State where such 
facilities are located which is determined or estimated by the Board to result 
from holding such facilities or selling electric energy generated thereby shall be 
reduced by the amount of any taxes or tax equivalents applicable to such fiscal 
year paid by the owners or others on account of said facilities to said State and 
to local taxing jurisdictions therein. In connection with the construction of a 
generating plant or other facilities under an agreement providing for lease or 
purchase of said facilities or any interest therein by or on behalf of the Corpo- 
ration, or for the purchase of the output thereof, the Corporation may convey in 
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the name of the United States by deed, lease, or otherwise, any real property in 
its possession or control may perform engineering and construction work and 
other services, and may enter into any necessary contractual arrangements, 

“(i) It is hereby declared to be the intent of this section to provide the Corpo- 
ration with adequate authority and administrative flexibility to obtain funds for 
such additional power facilities as may be needed in carrying out the purposes 
of Congress specified in this Act, including assurance of an adequate supply of 
electric power for publicly and privately owned defense facilities, by the issuance 
of its bonds and as otherwise provided herein, and this section shall be construed 
to effectuate such intent.” 

Sec. 2. Paragraph Seventh of section 5136 of the Revised Statutes (12 U.S. C., 
sec. 24), as amended, is amended by inserting after “obligations of the Federal 
National Mortgage Association” the words “, or bonds, notes, and other obliga- 
tions issued by the Tennessee Valley Authority”. 


{H. R. 4266, 85th Cong., 1st sess.] 
A BILL 
To amend the Tennessee Valley Authority Act of 1933, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the last three paragraphs under 
the subtitle “Independent Agencies and Corporations” in title II of the Govern- 
ment Corporations Appropriation Act, 1948 (61 Stat. 576-577), are hereby re- 
pealed ; and the Tennessee Valley Authority Act of 1933, as amended, is hereby 
amended by inserting immediately after section 15c thereof (16 U. 8S. C., sec. 
831n-3) the following new section: 

“Sec. 15d. (a) The Corporation is authorized, without regard to the provisions 
of section 303 (a) of the Act of December 6, 1945 (59 Stat. 601-602; 31 U. 8. C., 
sec. 868 (a) ), to issue and sell bonds, notes, and other evidences of indebtedness 
(hereinafter collectively referred to as “bonds’’) to assist in financing its power 
program, and to refund such bonds. The Corporation may use the proceeds of 
such bonds for the construction, acquisition, enlargement, improvement, or 
replacement of any plant or other facility used or to be used for the generation 
or transmission of electric power (including the portion of any multiple-purpose 
structure used or to be used for power generation); as may be required in 
connection with the lease, lease-purchase or any contract for the power output 
of any such plant or other facility; and for incidental purposes. The principal 
of and interest on said bonds shall be payable solely from the Corporation’s net 
power proceeds as hereinafter defined. Net power proceeds are defined for 
purposes of this section as the remainder of the Corporation’s gross power 
revenues after deducting the costs of operating, maintaining, and administering 
its power properties (including costs applicable to that portion of its multiple- 
purpose properties allocated to power) and payments to States and counties 
in lieu of taxes but before deducting depreciation accruals or other charges 
representing the amortization of capital expenditures, plus the net proceeds 
of the sale or other disposition of any power facility or interest therein, and 
shall include reserve or other funds created from such sources. Notwithstanding 
the provisions of section 26 of this Act or any other provision of law, the 
Corporation may pledge and use its net power proceeds for payment of the 
principal of and interest on said bonds, for purchase or redemption thereof, and 
for other purposes incidental thereto, including creation of reserve funds and 
other funds which may be similarly pledged and used, to such extent and in such 
manner as it may deem necessary or desirable. The Corporation is authorized to 
enter into binding covenants with the holders of said bonds—and with the trustee, 
if any—under any indenture, resolution or other agreement entered into in con- 
nection with the issuance thereof (any such agreement being hereinafter referred 
to as a “bond contract”) with respect to the establishment of reserve funds 
and other funds, provisions for insurance, charges for supply of power, applica- 
tion and use of net power proceeds, restrictions upon the subsequent: issuance 
of bonds or the execution of leases or lease-purchase agreements relating to 
power properties, and such other matters, not inconsistent with this Act, as 
the Corportation may deem necessary or desirable to enhance the marketability 
of said bonds. 
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“(b) Bonds issued by the Corporation hereunder shall not be obligations of, 
nor shall payment of the principal thereof or interest thereon be guaranteed 
by, the United States, Proceeds realized by the Corporation from issuance of 
such bonds and from power operations and the expediture of such proceeds 
shall not be subject to apportionment under the provisions of Revised Statutes 
3679, as amended (31 U. 8. C., sec. 665), and such proeeedg shall not be in- 
cluded in computations of receipts, expenditures, surpluses or deficits in the 
Budget prepared annually pursuant to section 201 of the Act of June 10, 1921, 
as amended (31 U. S. C., sec. 11), except to the extent of the amounts budgeted 
by the Corporation for payments to the Treasury as interest on bonds of the 
OCorporation held by the Treasury, for payments pursuant to subsection (f) 
hereof on account of the appropriation investment as therein defined, and for 
reduction of said investment. 

“(c) Bonds issued by the Corporation under this section shall be negotiable 
instruments unless otherwise specified therein, shall be in such forms and 
denominations, shall mature at such time or times not more than fifty years 
from their respective dates, shall be sold at such prices, shall bear such rates 
of interest, may be redeemable before maturity at the option of the Corpora- 
tion in such manner and at such times and redemption premiums, may be 
entitled to such relative priorities of claim on the Corporation’s net power 
proceeds with respect to principal and interest payments, and shall be subject 
to such other terms and conditions, as the Corporation may prescribe. The 
Corporation may sell such bonds by negotiation or on the basis of competitive 
bids, subject to the right, if reserved, to reject all bids; may designate trustees, 
registrars, and paying agents in connection with said bonds and the issuance 
thereof; may arrange for audits of its accounts and for reports concerning its 
financial condition and operations by commercial accounting firms (which audits 
and reports shall be in addition to those required by sections 105 and 106 of the 
Act of December 6, 1945 (59 Stat. 599; 31 U. S. C., sees. 850-851) ); may, not- 
withstanding the provisions of sections 302 and 303 of the Act of December 6, 
1945 (59 Stat. 601-602; 31 U. 8S. C., secs. 867-868), or any other law, but subject 
to any covenants contained in any bond contract, invest the proceeds of any 
bonds and other funds under its control which derive from or pertain to its 
power program in any securities approved for investment of national bank funds 
and deposit said proceeds and other funds, subject to withdrawal by check or 
otherwise, in any Federal Reserve bank or bank having membership in the 
Federal Reserve System; and may perform such other acts not prohibited by 
law as it deems necessary or desirable to accomplish the purposes of this action. 

“(d) By agreement between the Corporation and the Secretary of the 
Treasury, the Corporation may sell bonds to the Secretary of the Treasury on 
such terms as may be mutually agreed including subordination as to principal 
and interest to the liens of other bonds sold by the Corporation under this 
section. The Secretary of the Treasury may also purchase bonds of the Corpo- 
ration in the open market. For the purpose of purchasing said bonds either 
directly from the Corporation or in the open market, the Secretary of the 
Treasury is authorized to use as a public debt transaction the proceeds from 
the sale of any securities issued under the Second Liberty Bond Act, as amended, 
and the purposes for which securities may be issued under said Act, as amended, 
are extended to include purchases of the Corporation’s obligations, but in com- 
puting the outstanding public debt the amount of any bonds issued by the Corpo- 
ration and held by the Secretary of the Treasury as provided herein shall be 
deducted from the aggregate amount of obligations outstanding under section 21 
of the Second Liberty Bond Act, as amended (31 U. 8. C., sec. 757 (b)), or under 
any other statute limiting the public debt. 

“(e) Bonds issued by the Corporation hereunder shall be lawful investments 
and may be accepted as security for all fiduciary, trust, and public funds, the 
investment or deposit of which shall be under the authority or control of any 
officer or agency of the United States. The Secretary of the Treasury or any 
other officer or agency having authority over or control of any such fiduciary, 
trust, or public funds, may at any time sell any of the bonds of the Corporation 
acquired by them under this section. Bonds issued by the Corporation here- 
under shall be exempt both as to principal and interest from all taxation now 
or hereafter imposed by any State or local taxing authority except estate, in- 
heritance, and gift taxes. 

‘*(f) From net power proceeds in excess of those required to meet the Corpo- 
ration’s obligations under the provisions of any bond or bond contract, the 
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Corporation shall, beginning with fiscal year 1956, make semiannual payments 
into the miscellaneous funds of the Treasury on December 31 and June 30 of each 
fiscal year as a return on the appropriation investment in the Corporation’s 
power facilities. The said appropriation investment shall consist, in any fiscal 
year, of that part of the Corporation’s total investment assigned to power as of 
the beginning of the fiscal year (including both completed plant and construction 
in progress) which has been provided from appropriations or by transfers of 
property from other Government agencies without reimbursement by the Corpo- 
ration, less repayments of such appropriation investment made under title II 
of the Government Corporations Appropriation Act, 1948, this Act, or other 
applicable legislation. The payment in each fiscal year shall be equal to the 
computed average interest rate payable by the Treasury upon its total marketable 
public obligations as of the beginning of said fiscal year applied to said appro- 
priation investment. Payments due hereunder may be deferred for not more 
than two years when, in the judgment of the Board of Directors of the Corpo- 
ration, such payments cannot feasibly be made because of inadequacy of funds 
occasioned by drought, poor business conditions, emergency replacements, or 
other factors beyond the control of the Corporation. 

“(g) The Corporation shall charge rates for power which will produce gross 
revenues sufficient to provide funds for operation, maintenance, and adminis- 
tration of its power system; payments to States and counties in lieu of taxes; 
debt service on outstanding bonds, including provision and maintenance of 
reserve funds and other funds established in connection therewith; payments 
to the Treasury as a return on the appropriation investment pursuant to sub- 
section (f) hereof; and such additional margin as the Board may consider 
desirable for investment in power system assets, retirement of outstanding bonds 
in advance of maturity, reduction of appropriation investment, and other pur- 
poses connected with the Corporation’s power business, having due regard for 
the primary objectives of this Act, including the objective that power shall be 
sold at rates as low as are feasible. In order to protect the investment of 
holders of the Corporation’s securities and the appropriation investment as de- 
fined in subsection (f) hereof, the Corporation, during each successive five-year 
period beginning with the period from July 1, 1955, through June 30, 1960, shall 
apply net power proceeds either in reduction (directly or through payments into 
reserve or sinking funds) of its capital obligations, including bonds and the ap- 
propriation investment, or to reinvestment in power assets, to the combined 
extent of at least the aggregate of the depreciation accruals and other charges 
representing the amortization of capital expenditures applicable to its power 
properties plus the net proceeds realized from any disposition of power facilities 
in said period. 

“(h) Power generating and related facilities operated by the Corporation 
under lease and lease-purchase agreements shall constitute power property held 
by the Corporation within the meaning of section 13 of this Act, but that portion 
of the payment due for any fiscal year under said section 13 to a State where 
such facilities are located which is determined or estimated by the Board to 
result from holding such facilities or selling electric energy generated thereby 
shall be reduced by the amount of any taxes or tax equivalents applicable to such 
fiscal year paid by the owners or others on account of said facilities to said State 
and to local taxing jurisdictions therein. In connection with the construction of a 
generating plant or other facilities under an agreement providing for lease or 
purchase of said facilities or any interest therein by or on behalf of the Corpo- 
ration, or for the purchase of the output thereof, the Corporation may convey 
in the name of the United States by deed, lease, or otherwise, any real property 
in its possession on control may perform engineering and construction work and 
other services, and may enter into any necessary contractual arrangements. 

(i) It is hereby declared to be the intent of this section to provide the Corpo- 
ration with adequate authority and administrative flexibility to obtain funds 
for such additional power facilities as may be needed in carrying out the pur- 
poses of Congress specified in this Act, including assurance of an adequate supply 
of electric power for publicly and privately owned defense facilities, by the 
issuance of its bonds and as otherwise provided herein, and this section shall be 
construed to effectuate such intent.” 

Sec. 2. Paragraph Seventh of section 5136 of the Revised Statutes (12 U.S. C., 
sec. 24), as amended, is amended by inserting after “obligations of the Federal 
National Mortgage Association” the words “, or bonds, notes, and other obliga- 
tions issued by the Tennessee Valley Authority.” 
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Mr. Dempsey. The first witness this morning will be Mr. Robert E. 
Jones, a Congressman from Alabama and a member of this committee. 

Mr. Becker. Mr. Chairman, before we proceed may I make an ob- 
servation ¢ 

Mr. Dempsey. Yes. 

Mr. Brecker. There were some of us on the Rivers and Harbors Sub- 
committee who have been holding hearings all week, and when this 
notice came I for one, and apparently I find others who did not notice 
on the notice we received the other day that this matter was going to 
be up for hearing. 

This legislation is of broad magnitude and covers a great deal of 
material which needs study. Coming to the hearing as I am, starting 
today, without sufficient opportunity and time necessary to go into the 
problem before the hearing in order to intelligently understand the 
testimony and interrogate the witness, I feel this is very short notice 
for such a hearing. If we could have sufficient notice that such a hear- 
ing is going to be held, [ think it would be much better. 

I know this was sent out on the 19th, which was received in my of- 
fice Monday of this week. I personally do not think that is quite suffi- 
cient time for a subcommittee member to study the material and have 
the opportunity to go over it when he has other hearings going on at 
the same time. That is my objection to it. We do not have time to 
study this material, and this is a subject of great magnitude with many 
complications involved in it. 

Mr. Demrsry. Today we will hear the witnesses from out of town, 
and we have set up a special day for the Members of the House. That 
will give vou all of the opportunity for study that you need. 

Mr. Mack. The committee will have testimony, I presume, from the 
various departments, such as the Bureau of the Budget and the Treas- 
ury Department, and so forth, relative to this bill, since the bill covers 
such a broad field ? 

Mr. Dempsey. Naturally. 

Mr. Macx. It probably not only affects the Tennessee Valley Au- 
thority, but eventually also the area in the Bonneville Power Adminis- 
tration. 

Mr. McGrecor. I am not a member of your subcommittee, Mr. 
Chairman, but I would like to raise this question: Is it possible for 
those who are not members of the subcommittee, or those who are mem- 
bers of the subcommittee, to have several days in advance the list of 
witnesses who might be going to appear on certain dates, as we have 
in the past? 

Mr. Dempsey. I think that has occurred sometimes in the past, but 
not always. 

Mr. MoGrecor. That is the reason why I raised the question, if it 
would be possible for that to be done, applicable to these bills too, it 
would be appreciated. 

Mr. Demrsry. Mr. McGregor, as far as I am concerned the mem? 
bers of the committee are extremely welcome to the hearing, except 
that they cannot vote with the subcommittee; but we are glad to have 
everybody on the committee that we can have attend these hearings. 

. Becker. I have one question. Is this hearing going on tomor- 
row 
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Mr. Demrsry. Not so far as I know. 

Mr. Becker. I did not know that either. It says so on here that itis. 
I would like to be at a few of these hearings, but we have to make some 
plans sometime in order to take care of other matters. 

Now, I see on this notice that it calls for hearings Thursday and 
Friday. I had intended to be here today, but tomorrow I had 
not. I do not want to miss these meetings, if I can possibly help it. 

Mr. Mack. Will the Chairman ask for reports from the Bureau of 
the Budget and the Comptroller of the Currency, and so forth? 

Mr. Dempsey. Yes. Certainly. 

You may proceed, Mr. Jones. 


STATEMENT OF HON. ROBERT E. JONES, MEMBER OF CONGRESS 
FROM THE STATE OF ALABAMA 


Mr. Jones. Mr. Chairman and members of the committee, today 
this committee begins consideration of legislation which marks a mile- 
stone in the history of TVA. The bills which Mr. Davis and I have 
introduced will authorize TVA to issue bonds to provide the additions 
to power capacity required to keep up with the growing load of the 
area it serves. Revenue bonds are proposed, not to be guaranteed by 
the Government, not to be tax exempt, but bonds which will take their 
place in the money market backed by a record of good management 
which gives assurance of revenues in the future as in the past. 

This is, I believe, the first major amendment to the TVA statute to 
be considered by Congress since 1939. 

Members of the committee, this is the first time that the Committee 
on Public Works, as reorganized pursuant to the Reorganization Act 
of 1946, has ever considered legislation that would affect the Tennessee 
Valley Authority. For that reason I am taking this opportunity to 

ive some of the Deskin material that nial be required to permit 
ull and ample consideration of the objectives sought by the legislation. 

Bond legislation was before the committee having jurisdiction in 
that year—1939—and after hearings and debate, Congress authorized 
the TVA to issue $6114 million of bonds to purchase the generation 
and transmission properties of the major utility companies then oper- 
ating in the TVA power service area. At the same time the distribu- 
tion properties of the companies were purchased by the cities, the 
towns, and the rural cooperatives being organized to purchase power 
at wholesale from TVA for resale to their consumers, 

With that action by the Congress, TVA became the sole source of 
power supply for its service area, and accepted the basic responsibility 
which must be accepted by any utility, whether privately or publicly 
owned—the responsibility of providing capacity to keep ahead of the 
developing load of its service area. In the case of the TVA the respon- 
sibility was not only to provide an adequate supply of power, but. to 
provide it on terms and for the purposes set out by Congress. After 
its temporary authority to issue bonds was exhausted, two sources of 
capital for additions to its power capacity remained available to 
TVA—one, ergs men by Congress; the other, reinvestment of 
power earnings. ose two sources of capital have provided the ca- 


pacity to date. Enactment of the bills now before this committee will 
provide a third source of capital for the future. They will permit 
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TVA to do what every private power company does—that is, to issue 
bonds against its future earnings, earnings aaiien Congress can now 
be assured will be adequate for the purposes. 

Except for the war, Congress might have faced this problem earlier. 
It is important to remember that less than a year after TVA had com- 
ene its purchase of properties under the 1939 act, preparations for 

efense overshadowed the normal problems of the region’s power 
supply. Almost oversight this Government-owned power system be- 
came a mighty pe of support for the industrial mobilization pee 
gram then just beginning, a program to guarantee production of the 
tools required for the Nation’s defense. Expansion of the aluminum 
industry to meet wartime aircraft goals, increased production required 
of chemical industries, and the vast atomic energy program—all these 
demanded a crash program expanding the power generating facilities 
on the TVA system. Dams and steam plants were built on record- 
breaking schedules, until today almost two-thirds of TVA’s capacity 
is devoted to the Nation’s defense, and last year 57 percent of all of 
TVA’s power output was delivered to AEC, to the Army for use at 
the Redstone Arsenal, to the Air Force for use at the great Arnold 
Engineering Development Center, and to similar military installations 
located in the service area. Congress appropriated funds for the 
power expansion required of TV A to meet tlesks needs. It is probable 
that Congress would always prefer the direct appropriation of funds 
for capacity for defense purposes, and it was natural that financing 
of the great expansion required for the vital requirements of the 
Nation as a whole should, for the time, dwarf and submerge the long- 
range problem of providing for the normal increase in TV .A’s civilian 


oads. 

In fact, TV A’s magnificent contribution to the defense of the Nation 
tended for a time to obscure the purpose and the accomplishments of 
the program set out by Congress in 1933 and 1939. It is time, I think, 
for us to remember why these power projects were first undertaken, 
why TVA was created, why Congress authorized the purchase of 
private power properties in 1939, and why it is vital to the region 
and the Nation that this single example of an areawide system based 
on a partnership of Federal and local interests be assured stability and 
permanence to project the achievements of the past into the future. 

The TVA Act of 1933 was passed after more than a decade of 
debate in the Congress. Twice both Houses of the Congress adopted 
measures to initiate a similar great development. Twice those acts 
of Congress were vetoed by the President, but ultimately the will of 
Congress prevailed and TVA began its services to the Nation. 

The purposes of the TVA power et er had been spelled out in 
detail in the years of debate in the Congress, and when the members 
of the first Board of Directors took the oath of office, when they swore 
to their belief in the wisdom and feasibility of the act, they knew 
what tests Congress would apply to judge their record. The area 
where TVA began its operations was rich in the resources of water, 
land, minerals, and people, but it was far behind the rest of the country 
in economic growth. It needed above all else to have its energy 
resources put to productive use. It was almost entirely an agricultural 
area. Jobs in industry were few. Too many of the youth of the area 
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were obliged to seek their economic opportunity elsewhere, as the 
resources of the area were drained away to other regions of the Nation. 
In its statute TVA was directed to put the energy resources of the 
region to work for the people as one step in a total program designed 
to expand the economic opportunities of the area, to the end that 
this region might contribute more abundantly to the strength and the 
welfare of the Nation. 

The act required that power from the projects to be built in the 
Tennessee Valley should be considered primarily— 


for the benefit of the people of the section as a whole and particularly the 
domestic and rural consumers * * * 


and the energy was required to be sold on a basis 


which will permit domestic and rural use at the lowest possible rates and in 
such manner as to encourage increased domestic and rural use of electricity 
(sec. 11, TVA Act). 

The record of TVA is thus to be judged primarily by what it 
accomplishes, through the development of the region which it serves, 
in strengthening the economy of that region and of the entire Nation. 
There was a secondary purpose as well, however; Congress was deter- 
mined that the Nation should benefit by the example of this demon- 
stration, that this public program and public investment should lead 
the way in assuring wider acceptance by all power suppliers of the 
vital role they must play in the Nation’s economic development. It 
was hoped that from the experience in the Tennessee Valley the country 
might learn to what degree power systems everywhere might adopt 
the policies laid down by Congress for TVA to follow. Privatel 
owned power suppliers have to make money. Congress heliteed, 
however, that the private power companies could profit from followin 
the same course that TVA was instructed to follow—that they sonlt 
reduce rates, encourage their consumers to use more power, and still 
make money, perhaps even more money than ever. History has borne 
out the soundness of that belief. 

TVA was charting unknown areas when it began. There was a 
general feeling that the rates of most power companies were higher 
than they need be, their policies more restrictive than they should be. 
But before TVA, experience and data in support of that proposition 
were not available. They are available today. Those of use who 
have lived in the region know the story. Today the Board and 
management of TVA can report to Congress that the policies laid 
down by our predecessors in 1933 have been so sound and so successful 
that they canbe continued as the agency moves to private financing for 
the capacity which must be added every year to keep up with load 
growth. That is proof of the “wisdom and feasibility” of the act 
creating TVA. 

May I say to the members of the committee that the Tennessee 
Valley Authority Act, which was passed in 1933, was not the brain- 
child of any executive, of any President, but it was the work of a 
bipartisan group in the Congress of the United States, so that the 
Tennessee Valley Authority is a creation, conceived in the mind of Mr. 
Norris, along with his associates, both Democratic and Republican. 
By his unending and ceaseless efforts, he and other associates of his 
were able to pass the Tennessee Valley Authority Act. 
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I thought it would be wise for me to point out to the committee 
that the Tennessee Valley Authority is the creation of the legislature. 

Cungress directed the Board of TVA to give preference in the sale 
of power to— 


States, counties, municipalities, and cooperative organizations of citizens or 
farmers, not organized or doing business for profit, but primarily for the purpose 
of supplying electricity to its own citizens or members. 

And I think it is sometimes forgotten that the cities, towns, and farm 
cooperatives which took advantage of the preference provision took 
something of a risk. 

Let me say in that connection that this proposition of a preference 
clause was not novel or new, because it had been the policy of the 
Federal Government that such water resources had been utilized for 
the purpose of producing electric energy as advocated by Theodore 
Roosevelt and the acts that were passed during his administration 
which enunciated the principle of a preference clause. However, the 

reference clause did nothing more than reestablish the basic phi- 
osophy of Government, namely, that the properties of the Federal 
Government would be utilized to do the greatest good for the greatest 
nuinber. 

So it was nothing more than consonant with the contentions and 
beliefs of every administration and et good democratic philosophy 
prior to the enactment of the Tennessee Valley Authority Act in 1933. 

Their action was in a way an act of faith. For under the TVA Act 
a “preference” customer had to do more than simply agree to purchase 
power from TVA at the wholesale rates it had established. TVA 
made the power available under contracts which were the instruments 
through which the power policies laid down by Congress in the TVA 
Act were to be made effective. 

The investment of these Federal dollars in these facilities for the 
harnessing of this great river was made, giving assurances over and 
over again that the benefits would go to the people. Those contracts 
were the devices through which the TVA made sure that the benefits 
of the public investment would reach the greatest number of people. 
and that the objectives laid down by Congress would be achieved. 

The 150 power distributors now carrying power to more than 5 
million people agree to make the power available at resale rates set 
out in the contract. The ones that came in early took the greatest risks. 
They had to issue bonds to get the capital to purchase the distribution 
facilities. They had no experience to prove that the low rates would 
in fact produces the revenues required. The private power companies 
that had served the towns and cities had always assured the con- 
sumers that power was being made available as cheaply and efficiently 
as possible, and they had told the farmers that service to them would 
bankrupt a power company. So these new distribution systems were 
flying in the face of the voice of experience when they borrowed money, 
when they accepted the low rate policy required of them, when they 
agreed to use their revenues to extend their lines and increase the 
number of customers, and when they joined with TVA in a true 
partnership to see what would happen when power was recognized as a 
tool to develop the economy and was sold at rates and under policies 
which would encourage its abundant use by the people. 
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I know what happened in north Alabama as this new partnership 
became effective. e had something in the way of contrast to re- 
member. From 1925 to 1933, we had experienced the results of a 
different kind of partnership. The power from Wilson Dam, built 
by the Government in World War I, was sold to a private company for 
resale to the consumer. It was sold to the power company for 2 mills 
a kilowatt-hour. Consumers in the towns paid 6 or 7 cents a kilowatt- 
hour when it was delivered by the private company. Farmers within 
sight of the dam could not buy power at any price. Yet most of the 
generating units in Wilson Dam were idle and most of the water in the 
river was running to waste through the spillways. 

Since 1933, power from Wilson Dam has been available to the 

eople. The number of generators has been increased from 8 to 18, 
and none of them is ever idle while water is wasted. The waterpower 
in turn is supplemented by increasing amounts of steampower as the 
productive use of electricity continues to grow. All over the area use 
of electricity has increased manifold, and the distributors who have 
carried the power to the people have prospered beyond their ex- 

tions. 

In the TVA power service area there is proof for all the world to 
see that a power system operated not for profit but for the people’s 
benefit can stay in the black. TVA and its distributors developed new 
uses for electricity in the homes and on the farms. They have blazed 
new trails in demonstrating how the processes of democracy can be 
applied in a relationship between a Federal agency and the people 
and institutions of a region. Each side in this partnership took re- 
sponsibility. The risk was shared. The purpose was the same—to 
serve the public. 

TVA has done a magnificent job in carrying out the mandate of 
the Congress. It also has a big job ahead. This region can con- 
tribute still more abundantly to the Nation’s strength. This power 
system can continue to give a demonstration of what happens when 
power is seen as a tool for the people to use. The demonstration will 
continue, policies adopted by the Congress will continue to be followed, 
even though private capital supplies the funds for the new capacity 
which will be required. No one who knows the history of the past 
can have doubts about the future. 

Thank you, Mr. Chairman. 

Mr. Demrsry. Thank you very much. 

Are there any questions ? 

Mr. Smirn. Mr. Chairman. 

Mr. Dempsey. Mr. Smith. 

Mr. Smiru. Mr. Jones, basically what you propose in this bill is the 
idea that the financing operations for the Tennessee Valley Authority 
will be entirely self-supporting in the future? 

Mr. Jonzs, There is no doubt about it, Mr. Smith, because not only 
has TVA proven and demonstrated its ability through its good man- 
agement policies to earn money, but it has already paid off all of its 
bonded indebtedness incurred under the 1939 amendment. From the 
beginning it has earned for the Federal Government a little over 4 
percent on all of the moneys invested in its electrical generating and 
transmission system. 
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Mr. Smiru. In other words, if we pass this legislation, or some- 
thing similar, it will not be necessary in the future for the Congress 
to appropriate money for the Tennessee Valley Authority power 

rogram ? 

. r. Jonzs. As I stated in my prepared statement normally ap- 
propriations would not be required except if we had a national emer- 
gency, something bordering on war, or the apprehension of. war, 
which would require an accelerated defense program. Then it would 
probably be desirable for such programs to proceed at the lowest 
possible cost and through the use of appropriated moneys. Certainly 
the Congress would not want to disturb its ability to make appro- 
priations for the Tennessee Valley Authority any more than it would 
in relation to its defense programs. 

Mr. Smira. The history of all types of defense programs in the 
country is that the Congress will take steps to increase the power 
production by any type of public or private means. 

Mr. Jones. Yes. i might add that this notion of creating power 
reserves simply by going ahead and turning on a switch and promptly 
getting all of this power reserve, is erroneous. The technological 
advances made in the utility field demonstrate that.in order to pro- 
duce steampower economically, the larger units have proven more 
successful; and in order for a steam plant to be constructed it is neces- 
sary, as I am told by competent engineers, to have a schedule of some- 
thing like 3 years set. up for it. 

So in a utility company—and it does not make any difference 
whether it is the Tennessee Valley Authority or any other utility 
operation—it is necessary to schedule oe and.make plans for 
increasing capacity in order to take care of future growth and future 
load. The Tennessee Valley Authority has a normal growth of ap- 
proximately 10 percent a year, which means that there has to be a 
great deal of plant expansion to take care of the needs not only of the 
defense industries that have grown up in that area, but the increased 
consumption of all industries and of the people who reside in this area. 

Mr. Svarn. Thank you, 

Mr. Dempsny. Are there any other questions on this side? 

Mr. Mack. I am not a lawyer, Mr. Jones, and sometimes legal 
potemelogy confuses me. It is my understanding that the Tennessee 

Valley Authority at the present time owes to the Federal Govern- 
ment in unpaid balances in excess of $800 million. Is that correct? 

The cost of the Tennessee Valley Authority has been in excess of 
$1 billion, of which $250 million have been returned to the Federal 
Government in payments. 

Mr. Jones. Yes, sir. 

Mr. Mack. And TVA still owes the Federal Government in exeess 
of $800 million. 

Mr, Jones. I think the investment of Treasury funds is a little 
larger than that, Mr. Mack. 

Mr. Mack. I think it is too. 

Mr. Jonzs. I think it is probably around $1,200 million, which is 
my recollection. However, we will have some experts testify on that. 

Mr. Mack. Now, as to subsection (f), which I desire to inquire 
about, does that provide that the Federal Government shall pay in- 
terest from now on on the $800 million that it still owes? 


91411—57——-2 
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_ Mr. Jones. Under the terms of the bill, Mr. Mack, on the Treasury 
investment; the TVA will pay a cash return equal to the interest 
cost to the Federal Government on the full amount. 

Mr. Mack. On all of the amount owing? 

Mr. Jonus. Yes, sir. On the balance of funds supplied by the 
Treasury. 

Mr. Mack. At the present time, the Federa! Government is not 
receiving any interest at all on that amount? 

Mr. Jongs. Yes, sir, it is, in effect. TVA has earned better than 4 
percent on all its power investment. That is used in two ways— 
either reinvestment in the system or payments to the Treasury. There 
are only two uses of its net income open to TV A—either for payment 
into the Treasury or reinvestment. 

Mr. Mack. My understanding is, Mr. Jones, that the Tennessee 
Valley Authority returns to the Federal Government 214 percent 
of the total investment in TVA each year. TVA is paying off the 
capital investment, but never has paid any interest on the use of 
Federal money. Is that correct? 

Mr. Jones. Well, that is technically correct, but the dividend pay- 
ments in cash or new assets have represented a little bit better than 
4 percent, Mr. Mack. 

Mr. Mack. In other words, TVA has paid up in advance 2% per- 
cent of the capital investment. 

Mr. Jones. I am afraid I don’t know what you mean. 

Mr. Mack. Under the law, TVA must return to the Federal Gov- 
ernment 21% percent of the total investment in the project each year. 

Mr. Jones. Are you thinking about the appropriation amendment 
of 1948? Well, of course, that is somewhat flexible, but it does aver- 
age at least 214 percent. It does not require it with the rigidity in 
which you stated it, because if there is low water-——— 

Mr. Mack. TVA pays off the invested Federal capital in 40 years? 

Mr. Jones. Yes. There is a 40-year payment provision in the Ap- 
propriation Act of 1948. The provisions that you referred to in 
this bill will mean a larger cash return to the Federal Treasury 
than the 1948 Appropriation Act will mean as far as dollars and 
cents being returned to the Treasury is concerned, because you will 
be paying a minimum cash return to the Treasury equal to interest 
on the outstanding amounts. 

Mr. Mack. TVA will pay interest under this bill on the continuing 
balance from now on which you have not paid in the past? 

Mr. Jones. That is right. 

Mr. Mack. But is TVA still going to pay the capital investment 
off in a period of 40 years, in addition to that? 

Mr. Jones. No. Those payments would be suspended because in any 
good utility operation there has to be equity of capital. Of course 
you retire the bonds that are issued. So with that kind of arrange- 
ment you could not be doing what Mr. Insull did in 1928, which is 
draining off money and milking the company to the point where there 
were no assets and having no equity investment, because the utility can- 
not operate without having equity investment, and those equities are 


the property of the Federal Government and belong to the people. 
So what you are doing is using good, prudent business methods in 
applying that to equity investment. 
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The situation is, as long as it continues to make money and to pro- 
vide for normal growth loads, you are going to have an accumula- 
tion which will give a promise of greater return on the investment than 
you would have otherwise. You cannot have a property and pay for 
it and then milk it of its profit, and then say that you still own it. 
There is just no way in which to do that. 

Mr. Mack. What this bill really does then is to substitute the pay- 
ment of interest on the outstanding balance owed in place of making 
payments on the principal ? 

Mr. Jones. Yes, sir; it changes the formula for cash return and 
would mean greater payments to the Treasury. 

Mr. Mack. This is not a substitute for the existing law, but merely 
supplements it. That is, TVA still can go ahead and seek appropria- 
tions from the Treasury of the United States for it? 

Mr. Jones. The Congress never would want to lose its authority 
to make appropriations any more than they would want to be denied 
the right to make an appropriation to the Air Corps for the develop- 
ment of guided missiles. Certainly the Congress would always have 
the authority to make appropriations for the operation of a Govern- 
ment agency or activity. 

Mr. Mack. If the Tennessee Valley Authorit 
need a new $200 million steam plant, will the Cesiitl have aang 
to say about whether that is authorizing or not authorizing it? Can 
TVA issue bonds for such a plant without any authorization from the 
Congress of the United States? 

r. Jones. No special affirmative authority would be required. If 
every bond issue had to be passed on and approved, just like appropria- 
tions, I feel there would not be any need for this bill, because they are 
charged with the responsibility which I have discussed here at great 
length. They are responsible to the Congress under the Tennessee 
Valley Authority Act. 

Of course, the Tennessee Valley Authority in its annual report al- 
ways makes an accounting to the Congress, and we could not expect 
anything less from them than to give to the Congress their anticipated 
investments in the coming fiscal period, just as they have always done. 

No one, to my knowledge, has ever charged the Tennessee Valley 
Authority with undertaking any major new act without first apprising 
the Congress of its intentions. 

Mr. Mack. Are there any limitations in this bill as to the amount of 
bond issues which the Tennessee Valley Authority may float? 

Mr. Jones. No, there is no limitation. 

Mr. Mack. TVA can issue $250 million or $1 billion, or any amount it 
wants, and the only way Congress can halt that is to veto the act after 
it is done? 

Mr. Jones. I do not think that is going to be a real problem, Mr. 
Mack. I know it is one that is probably shared by those who would 
fee] apprehensive that somebody is going to do something that they 
should not do. As far as I know, the management of the Tennessee 
Valley Authority for almost 25 years has been handled efficiently and 
without any fear or apprehension that they were committing an illegal 
act. 

Why should the Board of Directors want to issue a bond when they 
did not have any use for the money? If you say they have unlimited 


Directors decide they 
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authority I must say the TVA would not go out and borrow money 
and pay interest on it just for the purpose of having a bond issue out- 
standing. They are better businessmen that that, and their record 
proves it. 

Mr. Smiru. Will the gentleman yield ? 

Is not the best protection against any overissue of bonds the fact 
that they are going to be sold in the bond market and customers will 
not buy them unless there is a return on them. 

Mr. Jonrs. Exactly. Not only that, but utilities do not go out and 
borrow money just for the purpose of putting it in the bank. There 
has to be an explanation and a reason for it. When you go into the 
bond market you have to have a reason. 

Mr. Mack. I want to bring up another point, and that is this: Can 
the Tennessee Valley Authority Directors issue bonds to expand its 
operations to areas outside of the district now covered by TVA? 

Mr. Jonzs. I think the Tennessee Valley Authority Act itself re- 
solves that question. If you recall the Tennessee Valley Authority 
Act provides that the energy can be sold within reasonable transmis- 
sion distance of a dam. There has not been a single instance in the 
history of this committee in which the Tennessee Valley Authority 
has gone in to “raid” any utility’s territory. Those people in the 

rivate utilities surrounding the Tennessee Valley Authority territory 
eats had very fine and cordial relationships with the Tennessee Valley 
Authority. From time to time they have had interchanges of power. 
Their relationships have been nothing but the best. 

In-addition to that, since 1939, when Wendell Willkie, for the Com- 
monwealth & Southern, made arrangements for the transfer of their 
property to TVA and the towns and cooperatives, I do not know of a 
single instance in which the private utilities in the penpneras area 
of the Tennessee Valley Authority could claim that TVA was tres- 
passing on their service areas. 

Mr. Macx. This money derived from the sale of bonds, can it be 
used only to build new steam plants, or can it be used to acquire, or 
to purchase, or to lease plants in addition to building them ? 

Mr. Jonzs. The bill does provide for possible lease-purchase. There 
might be instances along with the bond program where the munici- 
palities or cooperatives might have generating capacity and they 
could sell those properties to the Tennessee Valley Authority. 

The bill provides that it could be acquired under a lease-purchase 
arrangement, 

Mr. Mack. I have seen a good deal of publicity lately about the city 
of Memphis buildimg a steam plant to supply the power needs of 
that city. Under this bill, could a bond issue be floated by the Ten- 
nessee Valley Authority, and the Memphis plant be purchased or 
operated by the Tennessee Valley Authority under some lease-purchase 
arrangement ? 

Mr. Jones. Yes, but if it isa lease-purchase, it would not be a matter 
of issuing bonds, but it would be Seana from the city of Memphis. 

Mr, Mack. TVA can either purchase it or lease-purchase it? 

Mr. Jones. Right. 

Mr. Mack. I have just one other question. I will not take too much 
time. 
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Is the bill which you have introduced, Mr. Jones, essentially the 
same bill on which Lcasiviat were held in the Senate last year, the 
Kerr bill? The reason I ask that is, if so, members of the committee 
may read the Kerr bill hearings and get a pretty good idea of what 
this legislation is all about. 

Mr. Jones. Insofar as I know, our legislation is like the Kerr bill 
in substance. They have the same objectives and they are similar 
bills, to say the least. They are not altogether identical bills. 

Mr. Mack. Thank you. 

Mr. Becker. Mr. Jones, in your prepared statement here you enun- 
ciated several points about the Tennessee Valley Authority being a 
creature of Congress and having operated effectively and expanded 
effectively during the past 25 years. If that is so, then why take it 
out of the realm of Congress’ authority for providing any funds that 
may be required by the Tennessee Valley Authority, and put it into 
a semiauthority for the issuance of bonds ? 

Mr. Jones. I can best ask the gentleman from New York a question. 
Are you afraid that TVA will not make a proper accounting of their 
money, or what would be the purpose of your question ¢ 

Mr. Becker. I have not made the statement about being afraid of 
anything. I have asked you a frank question. You in your statement 
have enunciated the philosophy that this is a creature of Congress, 
and it has been operated effectively and has expanded the production 
of power over the past 25 years for certain purposes. 

Now, if that is true, and it must be true because you said so, and I 
know you well enough to know you would not say it if it were not 
true—— 

Mr. Jones. The gentleman is very kind. 

Mr. Brecker. Why should we take it out of the hands of the Congress 
and put it in the hands of a quasi-authority to issue bonds for the same 
purposes for which Congress has been appropriating funds? 

Mr. Jonrs. One of the objectives of it, as in the creation of the 
Tennessee Valley Authority, was to clothe the Corporation with a 
reasonable degree of authority. We gave TVA responsibilities that 
had been vested in several agencies of Government. The Tennessee 
Valley Authority Act did not create a new program, as far as Federal 
activity is concerned. For example, the TVA Act recognized the 
sovereignty and the constitutional responsibility that had been exer- 
cised and which had been a matter of public law and national policy 
for 165 years, with respect to the sale of electric energy. It put in 
one organization, for this region, those multifunctions of Government 
which had been divided among some 35 agencies and bureaus of the 
Government, and through the coordinated management of that pro- 
gram the success which it has achieved is the greatest national accom- 
plishment that has ever been seen in the water resources field in the 
world. 

Now, with people who can accomplish that and who can discharge 
their responsibilities so effectively year in and year out, I am quite 
sure they would not need a superintending force to see that they made 
a proper accounting of their funds and revenues. Furthermore we 
have the GAO, as an arm of Congress, which annually is making an 
’ examination or inspection of the activities of those people. 
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As I said in my testimony, this is a creation of the legislature, so I 
think the best way to handle it is to continue the same proven policy 
that has resulted in their accomplishments to date, that is, to let the 
Congress give broad and general direction to the policies of the 
Tennessee Valley Authority, for they, and they alone, are responsible 
to the people. 

If you want to divide the detailed responsibility with them, then I 
don’t see how you can expect those who have worked so long, those 
people in the Tennessee Valley Authority who have worked so long 
and so earnestly to make a success of the Tennessee Valley Authority, 
to keep on doing so good a job, if you strip them of the very thing that 
created the pride and incentive for them to work for. 

Mr. Brecker. You have not at any time in the past years on the floor 
of the House restricted the Tennessee Valley Authority in any way, 
have you ¢ 

Mr. Jones. Have we? 

Mr. Becxer. Yes. 

Mr. Jonxs. No, and I certainly do not think it is time to now. 

Mr. Becksr. Then might I say, Mr. Jones, that I have not seen any- 
thing in your statement so far to answer the question that I have asked. 

Why make this change if Congress has been acting effectively on 
behalf of TVA, and if TVA has been acting effectively? Why make 
this change? 

Mr. Jonzs. I thought I made my statement clear, but I will be glad 
to repeat that section of the statement wherein I said that the time 
has come, which except for the war might have come sooner, to use the 
earning power of this enterprise to finance itself. After the Tennessee 
Valley Authority acquired the properties of Commonwealth & South- 
ern in 1939, then the war situation became ominous and the Executive 
and the Congress thought that we must go all out in the preparation 
for war. For thst reason the direct appropriation method was used 
to construct the.» iremendous facilities necessary to supply the indus- 
tries of war. There was no question presented to the Congress during 
that period as to another method of financing. 

Now it has become a timely question as to whether the Tennessee 
Valley Authority should issue bonds. The reason why it is becoming 
desirable now is because the Tennessee Valley Authority has con- 
structed enough generating capacity and possesses enough earning 
capacity and revenue-producing implements so that it can go to bonds; ; 
whereas in the past, due to circumstances and due to the fact that they 
had not completed their major construction of defense power capacity 
they could not have gone into a bond program. 

I doubt that the Congress would ever have wanted to use the bond 
program to appropriate money for defense efforts. 

Mr. Becker. There is considerable discussion in your statement 
also of the fact of the low rate by which this electricity is provided 
to the user. We had a question here a couple of years ago about the 
building of a dam and private electric power facility on the Rappa- 
hannock River in Virginia. It was testified conclusively here that 
if you eliminated the taxes to the Federal Government and the local 
taxes on the property, that the Virginia Light & Power Co. could 
produce electricity at the same rates that they could produce at a 
power dam built by the Federa] Government. 
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Now, would you be in favor of eliminating the taxes on the private 
utilities so that they could justly compete and produce this type of 
electricity ? 

Mr. Jonzs. No; I have never advocated that, Mr. Becker. 

Mr. Becker. Why not? If you want to take taxpayers’ money and 
take land and property out of taxation from the local areas—— 

Mr. Jones. Ko: we do not do that. 

Mr. Becker. I am talking about taking it out of taxation by the 
Federal Government. 

Mr. Jones. We do not take it out of taxation. 

Mr. Brecker. Does the Tennessee Valley Authority pay taxes to 
the Federal Government on its earnings? 

Mr. Jones. Wait a minute. You oma about taxes. Let us get 
it straight as to what the Tennessee Valley Authority does. 

The money paid in lieu of taxes, in other words, 5 percent of all 
the income received by the Tennessee Valley Authority excluding reve- 
nues received from the Government itself, is divided between the 
counties and the States of its service area. The distribution systems 
likewise pay taxes or make in-lieu payments. So the total amount 
of taxes paid by the TVA and its distributors in the Tennessee Val- 
ley Authority—and this is my recollection now and I might wish 
to make some correction, although I think it is pretty close—is in 
excess of $9 million. That represents a growth in payments in that 
area greater than the national average growth for all the private 
utilities. 

The only thing you are bringing out, Mr. Becker, is the fact that 
the Tennessee Valley Authority does not pay a Federal income tax. 
No. Neither does the Commodity Credit Corporation, which is a 
Government organization, pay an income tex when it collects $300 
million from the disposition of cotton. Nor do the other activities— 

Mr. Brecker. I beg your pardon, On the disposition of what? 

Mr. Jones. On the sale of cotton, 

Mr. Becker. Does not the Government take a loss on that when it 
buys it? Is it not taken out of tax money when they buy the surplus? 
They do not make any profit. 

Mr. Jones. It was an analogy. I presume you opened up the field 
to make a comparison with the private utilities, so-called, which are 
public utilities. There is no such thing as a private utility. A public 
utility does not pay any Federal income tax that it does not collect 
from its consumers. 

Mr. Brcxer. That is right. 

Mr. Jones. Of course, the testimony adduced here before this com- 
mittee time and time again, and in the gentleman from New York’s 
presence, in regard to every public utility, is that the Federal income 
tax is an item for ratemaking purposes as well as the ad valorem and 
other assessments in the way of taxes and franchises. 

Mr. Becker. The gentleman answered my question—— 

Mr. Jones. Yes, sir. 

Mr. Becker. In saying that the tax is placed on the consumer 
through an increase in the rates he has to pay. Exactly. You make 
my point clear. 

Mr. Jones. I am sorry. Maybe we misunderstood each other, and 
I am glad we are in agreement that the tax situation is almost 
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analogous between the private utilities and the Tennessee Valley 
Authority. 

Mr. Bercxer. That applies to all taxes insofar as consumers are 
concerned, whether it is on commodities or otherwise. The consumer 
pays the taxes. 

When you put the tax on you are increasing the price. That is 
exactly what you do with utilities, whether it is gas or electricity or 
telephone. We merely increase the cost to the consumer. 

Mr. Jones. I never heard a gasoline station operator state that he 
paid taxes on the gasoline I bought from him. 

Mr. Beoxer. You certainly do, and therefore the price goes up 
that much more. Eliminate the tax and the gas can be sold for 9 
cents less. 

Mr. Jonzs. I hope the gentleman will recall that the privately owned 
electric utilities of this country are enjoying tax amortization in the 
amount of $3,200 million. That is a tax writeoff that the people of 
this country are paying for the private utilities. Now, oo 
the effort to encourage the utilities to increase their capacity for the 
purpose of having an adequate supply of energy in case of war, was 
a sound and reasonable approach to the problem. However, the very 
oo who enjoy the benefits are the ones who seem to complain the 
oudest and the longest, and send up the greatest wail against the 
Tennessee Valley Authority and other federally owned operations, 
asking why they should not pay more taxes and saying they are en- 
joying tax benefits. 

Mr. Brcxrr. May I ask one more question? 

Much stress has been placed on the fact that the production of 
electricity in the Tennessee Valley Authority is for the purpose of 
producing materials of war and for use by the atomic energy plants 
and other things. Assume, on the other hand, with God’s help that 
we eliminate this element of necessity for production of war and you 
close down those plants in that area. What then happens to our pro- 
duction of electricity which now, I think you said in your statement, 
amounts to 57 percent which is being used for that purpose? What 
happens to the electricity then in the restricted area of the Tennessee 
Valley Authority ? 

Mr. Jones. Well, there could be a cessation of construction, There 
would not be any necessity for the immediate issuing of bonds and, 
therefore, there would not be an obligation on the part of the Federal 
Government arising out of it; but within a reasonable time I think 
that TVA would still have to expand, as all utilities are going to 
have to expand in order to service the tremendous increase in growth. 

Mr. Backer, when we think about the increase in our population of 
3 million people per year, why, we know that every public and private 
facility we have in this country is going to be od put to it to pro- 


duce the goods and materials necessary to carry out what is essential 
to supply a growing and dynamic democracy. 

Mr. Batpwin, Mr. Chairman. 

Mr. Dempsey. Mr. Baldwin. 

Mr. Batpwrn. I have two questions. 

Mr. Jones, is it correct that this bill would not extend the area into 
which TV A operates? 
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Mr. Jones. It makes no mention of service area, Mr. Baldwin. 

Mr. Baupwin. In other words, it would function under the same 
limitations that now exist? 

Mr. Jongs. Yes, sir. 

Mr. Batpwin. But simply further development in that same area? 

Mr. Jones. Yes, sir. d its purpose is to serve that area. The 
calculations on which the bill is based assume it will continue to serve 
the area it is presently serving. They did not take into account and 
it did not have any expectation that the area would take in commu- 
nities not now served. 

Mr. Batpwin. My second question is, on page 5 of the bill, subsection 
(d), it says: 


By agreement between the Corporation and the Secretary of the Treasury, the 
Corporation may sell bonds to the Secretary of the Treasury on such terms as may 
be mutually agreed * * * 


It also says below that: 


The Secretary of the Treasury may also purchase bonds of the Corporation in 
the open market. 

I would like to get a clear picture of this. Does this imply that 
if bonds are issued they would not be issued in the manner that other 
types of corporations or organizations issue bonds, that is, they ask 
for bids in the open market, but they might simply go to the Secretary 
of the Treasury in an effort to endeavor to negotiate a sale to the 
Treasury Department ? 

Mr. Jones. The purpose of that section generally is to provide for 
the possibility that the Secretary of the Treasury in his debt manage- 
ment function might feel that it would be better to acquire those bonds, 
rather than having them offered in the open market. He is author- 
ized to purchase or to acquire that bond issue, or any portion thereof 
that is offered by the Tennessee Valley Authority. 

Mr. Batpwin. But this is purely discretionary with the Secretary of 
the Treasury ? 

Mr. Jonzs. That is right. 

Mr. Batpwrn. There is no compulsion that he must do that ? 

Mr. Jones. There is no compulsion on the Secretary of the Treasury 
that he must acquire any bond or a bond. 

Mr. Batpwin. Thankyou. Thatisall. 

Mr. Demrsry. Are there any other questions of Mr. Jones? 

Mr. Scuwence.. Yes; I have several, and I hope I will not belabor 
too many points already covered. 

First I want to say to you and members of the committee present that 
you have a distinguished Congressman who just made his statement 
here, and a great leader in this cause. He presents his case very ably. 
IT am impressed, 

But coming from the State of Iowa, we have certain problems that, 
affect our economy where we are seeking certain solutions, and I cannot 
help but want to find some information and some answers to some 


of the problems that perplex me and the people in my area as we 
look at the TVA. 


First let me say—— j 
Mr. Jonns. Mr. Schwengel, you pay me a great compliment, but I 
would like to say to you that I have not been able to solve the problems 
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in Alabama, and I would hate to extend the territory of my operation 
way up into Lowa. 

Mr. Scuwencet. Maybe youcan help. We in Iowa are losing popu- 
lation to the extent that we are probably going to lose a Congressman 
after 1960. 

Mr. Jonres. We in Alabama are facing the same problem. 

Mr. Scuwencet. In Tennessee in this area you are speaking about 
there has been a tremendous population increase. Is that not right? 

Mr. Jones. No. I would not say so. There has been some increase, 
but I think it has been no more than is generally characteristic of the 
Nation as a whole—not as much in fact. In the area I represent we 
have increased urban population and lost rural population. I think 
that is the characteristic situation. 

Mr. Scuwencet. But the figures do show your population increase 
is holding with the average increase throughout the United States in 
this area, according to the figures I have. 

Mr. Jonzs. I will rely on your figures. 

Mr. Scrwencet.. In the State of Iowa I serve on the development 
commission there, which is one designed to bring industry into Iowa, 
and we run across the proposition of cheap power and so on. We 
have been in competition with your people many times. You do ad- 
vertise you have cheaper power there for industry than we do in most 
other sections of the United States. Isthat right? 

Mr. Jones. Oh, the chambers of commerce certainly make known 
their power availability and the price of the power, like any other 
chamber of commerce does, and all of the other factors that go into it. 

Mr. Scuwencer. That does place us at a disadvantage, because we 
do not have those opportunities to get this cheap power that you 
have. 

That leads me to another question. 

Mr. Jones. I can dwell on that at great length with you. I do not 
think the actual records will bear out your fears that TVA, or that by 
virtue of TV A that area and the various chambers of commerce there, 
have ever taken away any industry from any other section of the 
country. Ifthere is any, I do not know of it. 

1 pointed that ovt in a debate with Senator Kennedy, when he was a 
Member of the House. I challenged him to cite a single example in 
which any industry had been acquired in the Tennessee Valley Au- 
thority area that was brought in from some other area. To this day I 
do not think Senator Kennedy or anybody else has been able to support 
such a contention. 

Mr. Scuwencer. I am not sure that I can, but I have sent a letter to 
the Development Commission of the State of Iowa. I know that 
charge has been made in the past and I am going to see if I can get 
some examples of that. We have had short notice to get information 
on this hearing, as you know. It is possible, as you said in your testi- 
mony, if this bill passes, for you to acquire the Memphis power 
facilities ? 

Mr. Jonzs. Under the lease-purchase arrangement that Memphis 
operation could be acquired by the Tennessee Valley Authority. 

Mr. Scuwence.. Then this being true, could it not acquire other 
properties too ? 

r. Jones. Yes, sir. 
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Mr. Scuwencet. Also, if your bill is passed, you could acquire 
and expand your operation into other areas. Is that not right? 

Mr. Jonzs. Well, if I can repeat again, I do not think anybody 
has that intention. The Tennessee Valley Authority has a service 
area, and all of the calculations, estimates and costs on which this 
bill is based, as well as past history show that nobody is trying to 
covet other areas. 

Mr. Scuwenast. I believe that and I believe that you believe what 
you say when you say that, but it is possible, and it would be possible 
if this legislaton is passed as you recommend, for the Tennessee Valley 
Authority to do that ? 

Mr. Jonrs. The best answer to it is, why have they not done it in 
the past? I do not think this bill brings up any new situation as far 
as the Tennessee Valley Authority service area is concerned. If they 
were covetous of other areas they would go out and do it tomorrow, 
I do not see what would hold them back. Why have they not done 
it for all these years? They are having a hard enough time supplying 
the people they are already supplying. 

Mr. Scuwence. One answer is that under the present law they 
could not do it very rapidly if they decided to do it. 

Mr. Jones. Why, I would say this: We have laws that prohibit 
people from killing each other, but they still do it. I cannot assure 
you that tomorow some of the TVA officers could not start killing each 
other and taking money and doing all sorts of things. I know of no 
way that I can assure you with the degree of positiveness which you 
want that all of the things I say about TVA are going to be ultimately 
accomplished. 

The only thing I say is, when anything does go wrong and the 
management of TVA is at fault and we find them in error and depart- 
ing from national policy, then it is our duty and our responsibilit 
to see that they discontinue such practices as we find offensive. We 
are the legislative body; we are the people to examine them. 

I do not think we can share management responsibility with any 
agencies of the Government. We must charge them with that respon- 
sibility, and rely upon the accounting that has been available to us in 
the past. That is, if we continue sound and prudent administration 
and sound and prudent laws. 

Mr. Scuwence.. I am glad to have your statement on it, but I still 
have some apprehensions about it, and the reason I do is this: Recently 
I read the story of the income tax. I am not one to suppose that 
income tax or its philosophy is wrong. However, when that was 
passed the charge was made that if you ever pass the income tax law, 
some day you would be charging 25 percent income tax. This state- 
ment is in the Congressional Record: I do not have it with me, but I 
can give you the citation. Someone who was promoting that said, “If 
that ever happens, the people of this country of ours would rise up 
and defeat anybody who would vote for that kind of proposition.” 

Mr. Jones. Well, some Members were defeated on it. 

Mr. Scuwencer. My next question is this: Would you object to 
some kind of amendment that would protect against any possible 
invasion of other areas ? 

Mr. Jones. Yes; I will object. I would object very strenuously— 
not because I want the actual service area to be enlarged, but because 
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I do not want to limit the area of its influence. One of the chief objec- 
tives in creating the Tennessee Valley Authority Act was to provide 
information to measure the cost of the production and distribution of 
electricity. 

I know of no one advocating the confinement of the TVA service 
area except those utilities and the associates of those utilities who 
have always joined them in seeking to destroy the Tennessee Valley 
Authority. They have kept up a continuous and unrelenting war, 
never ceasing in their efforts to distort the truth, even about the basic 
responsibilities of a democratic government itself. Their chief pur- 

se seems to be in downgrading the Federal Government and the 
institutions of government themselves. So how can we haveastrong | 
National and K ederal Government to carry on constitutional respon- 
sibilities when we are having that kind of acrimonious attacks, not 
only against the Tennessee Valley Authority, but national policy, as 
I said earlier—national policy and national law. It has been national 
policy and national law; it has been the decision of the courts, and it 

as been the decision of the agencies and the decision of the American 
people. So they are doing themselves and us too an injustice. 

Mr. Scuwence.. Thank you for that fine statement, but in raising 
these questions I hope it is not interpreted that I am anti-TVA or 
anti-REA or any of these movements. 

Mr, Jonzs. I understand that. 

Mr. Scuwenee.. I think there ought to be honest competition with 
private utilities, or, as you call them, public utilities, but I think there 
= certain guaranties or protections that we have a right to ask about, 
at least. 

Mr. Jonus. Certainly I agree with you that is an area that every 
member of this committee and every Member of Congress should study 
most diligently, because I know you are just as conscientiously devoted 
to trying to accomplish what is best for TVA as I am, even though 
L live in that area. 

Mr. Scuwencex. Thank you. 

Mr. Smiru. On that point, will the gentleman yield? 

Mr. Scuwence.. Yes. 

Mr, Smrra. I hate to butt in, but I think it is important to bring 
this up about the expansion of the Tennessee Valley Authority. Let 
me call your attention to this map here of the area they serve. This 
is an area that TVA serves in Mississippi. It has all of these black 
dots here in the northeast corner of the State. In the area to the west : 
of the black dots on the Mississippi River is my congressional district. 
These black dots for all the effect they have are the equivalent of an : 
Iron Curtain, There has not been any TVA power in my district for 
20 years, in spite of all the people on the west side of these black dots 
very much wanting it, and exerting all sorts of efforts to get it; but 
they have never gotten it. 

As far as expansion of the TVA into areas where they do not want it 
is concerned, I can say they do not expand into areas where they do 
want it. 

So these black dots around there, from my experience and from 
what others have seen, are the same as having a Chinese Wall there. 

Mr. Backer. Will the gentleman yield? 
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I know, Mr. Jones, you are an authority on the Tennessee Valley 
Authority project. as it originally intended in the establishment 
of the Tennessee Valley Authority to build steam plants or hydro- 
electric power ¢ 

Mr. Jones. Mr. Becker, that proposition has been thrashed out at 
almost every congressional session of the Congress. When TVA ac- 
quired the old properties of the War Department, that is, at Wilson 
Dam, they had an old steam plant there, and that too was acquired and 
that was operated from time to time. During the war years and in 
periods of exceedingly dry weather it was not economically attractive 
to operate it, but it has had to be put on the line. The Congress re- 
peatedly, beginning in 1939, and again in almost every session of 
Congress, approved TV A’s authority to use steam power over strenu- 
ous objections on the part of those who said they did not have that 
authority. 

Mr. Brcxer. I merely asked, Mr. Jones, as a matter of information, 
whether in the origination of the Tennessee Valley Authority o¥s 3 
was it intended to expand steam plants for hydroelectric power ? f 
you can answer it, fine; if not, O. K. 

Mr. Jones. There is certainly no limitation on it in the Tennessee 
Valley Authority Act. 

Mr. Brucker. No, but was it the intention when it was advocated 
for construction ¢ 

Mr. Jones. I don’t know to what extent it was the intention. I 
would say this: It would be hard to determine what Senator Norris 
and those who wrote the bill at that time had in mind as to how much 
the ultimate consumption of TVA power would be. Had they known 
that, they would have known that Hitler would have attacked and 
commenced the war. I just cannot answer that question. 

Mr. Becker. Thatisallright. That isall. 

Mr. Dempsry. Are there any other questions ¢ 

Mr. George. I am a little interested in the financial provisions pro- 
vided in the original act. Do 1 understand you are paying at the rate 
of 214 percent for 40 years back to the Federal Government on the 
xian’ investment. by the Federal Government? Is that the ratio 
of the payments by TV A at the present time? 

Mr. Jones. Mr. Wessenauer can give you those exact figures, and 
he will follow me, Mr. George. 

Mr. Grorce. What is your recollection ? 

Mr, Jonzs. I do not remember the exact figures of that 1948 amend- 
ment, but I am sure Mr. Wessenauer has them. 

Mr. Grorcr. It has been discussed previously by other members, 


but a definite answer has not been given and I hope it is before we are 
through. 


Mr. Jones. Yes, sir. 

Mr. Grorce. Your bill provides then that you pay interest on the 
balance of what TVA owes the Federal Government? 

Mr. Jones. That is right, cash payments will be made to cover the 


interest costs of the balance of Treasury funds invested in power 
facilities, 


Mr. Grorer. For how long? From nowon? 
Mr. Jones. As long as the balance is outstanding. 
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Mr. Geores. It will be outstanding forever if the principal is not 
retired, will it not? 

Mr. Jonzs. I beg your pardon ? 

Mr. Gerorce. Would not the debt be outstanding from now on if 
you make no provision to retire the ree one ¢ 

Mr. Jones. Well, I think it will be retired in a period of time. Like 
any other corporation or any other sino it would continue until 
then to pay a return on the money that has been advanced for the con- 
struction of generation and transmission facilities. 

Mr. Gzorex. But there is no provision for retirement of the original 
debt created by TVA to the Federal Government on an amortization 
basis, is there ? 

Mr. Jonzs. A return would be paid to the Federal Government on 
all money that is still outstanding on the capital investment. It 
would suspend the 1948 provision for repayment. That is right. 

Mr. Grorce. To be considered as repayment on the debt. 

Mr. Jones. That is right. 

Mr. Grorer. Do you know how much the Government had to pay 
to borrow the money to put into TVA? Do you know what the 
interest rates were ? 

Mr. Jones. Between 2 and 21, percent. 

Mr. Grores. Are they going to collect back interest rates and amorti- 
zation on it in a period of 40 years about what it costs the Government 
in carrying charges? 

Mr. Jonxs. No. Not what the interest rate was when the property 
was acquired, but what the going rate is during each fiscal period. In 
1959, if the average rate of interest at the beginning of the fiscal year 
for the borrowings of the Federal Government is 4 percent, then it 
will pay 4 percent to the Federal Government. If it is 1 percent, it 
will pay 1 percent. It will pay whatever the Federal Government is 
having to pay for money during that fiscal period. 

Mr. Gzorcr. Did I understand you to say that the $9 million prop- 
erty tax paid to local governments and States would be equivalent 
to what the utilities, valued at $1,500 million, would pay? 

Mr. Jones. No; I did not say that. I said that my recollection is 
that TVA and its power distribution paid approximately $9 million. 

Mr. Grorce. $9 million. 

Mr. Jones. Those are in ad valorem taxes, Mr. George, in in-lieu 
payments. For TVA itself is fixed by the TVA Act at 5 percent of 
revenue, excluding revenue received from the Federal Government. 

Mr. Gerorer. It is not based on the value of the property like a 
utility company would be? 

Mr. Jones. No, but it has increased faster than the taxes paid by 
utilities based on property valuations have increased. 

Mr. Grorer. That is a very important point, I think, and I wanted 
to get it made. 

Mr. Jones. It also exceeds the percentage of revenues paid by pri- 
vate utilities in a number of cases. 

Mr. Groreez. Are not private utilities allowed to make about 6 per- 
cent on their investment above interest, carrying charges, and taxes? 
Is that not the standard rate fixed ordinarily by governmental units 
that have to do with ratemaking ? 
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Mr. Jones. As I understand it from the ratemaking people that is 
considered a reasonable return, 

Mr. Groren. That is the top rate. Now if they pay income tax on 
what they make, to the Federal Government, that is a charge against 
their property that is not charged against TVA. Is that right? 

Mr. Jones. Iam afraid I did not understand you. 

Mr. George. I say, if they pay Federal income taxes, is that not a 
charge that TV A does not pay on their earnings? 

Mr. Jonns, No. The income tax is not assessed against consumers 
on the TVA system. 

Mr. Grorcr. Because you pay no income tax? 

Mr. Jongs. That is right. 

Mr. Georer. And a utility company has to pay income tax? 

Mr. Jones. Yes, sir. 

Mr. Grorce. And that has to be collected from the consumers? 

Mr. Jones. Yes, sir. 

Mr. Groreer. So every other section of the United States that does 
not have that special preference of the Government furnishing power 
is penalized just that much. Is that right? 

Mr. Jones. No,sir. I donot think itis sight. 

Mr. Becker. Will the gentleman yield? As a matter of fact if 
it were not for the taxes we collect from the rest of the people we 
could not do these things ; could we ? 

Mr. Guorer. No, 

Mr. Jones. Now if you want to get into who is paying whose 
taxes 

Mr. Brecker. Yes. 

Mr. Jones. For instance, there is the St. Lawrence Seaway develop- 
ment, there is the REA and cooperatives, and the research that goes 
into mine developments on the Mesabi Range, and the weather stations 
out in the West, and in Kansas where we have spent so much money 
for the purpose of rehabilitation of those people who suffered as a re- 
sult of drought. 

Mr. Grores. None of it comes in my district. 

Mr. Jones. But I was saying those are things that taxes go for. 
When you get into the proposition of interdependency I do not know 
how you can determine who is shouldering the greatest responsibility. 

Mr. Grorcr. What I want to develop here if I can is that we people 
who are purely in private power States have to pay a greater rate on 
account of Federal income tax than you folks who are in elemental 
power areas. Is that right? 

Mr. Jones. I suppose that is true in one sense, of every Federal 
development in the United States, Mr. George. 

Mr. Grorce. I say, in the different areas and sectors? 

Mr. Jones. Yes. In every section the REA cooperatives do not 
assess the cost to the consumer of an income tax. They are not taxed’ 
for income purposes. 

Mr. Grorcr. Then in effect that is a small amount of special privi- 
lege, is it not, for certain areas of the United States? 

Mr. Jones. I guess if you want to say that, just as you could say 
that since God created the Tennessee River oad put it there, and we 
went there, we are getting something nobody else is, I would guess- 
that is right. We will have some testimony on taxes. 
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Mr. Georez. Thank you. 

Mr. Dempsey. Are there any other questions? 

Mr, Sravurrer. I have just one question, and it is in the interests 
of clarification that I ask it. I remember in the 83d Congress, Mr. 
Jones, the TVA contemplated building a steam plant in western 
Tennessee. 

Mr. Jones. Yes, sir. 

Mr. Sraurrer. The appropriation was disallowed for the reason 
that it was felt it was without the production area of the Tennessee 
Valley. Now, as I understand your bill, if this bill goes through the 
Tennessee Valley will not have to ask Congress any more whether 
they can expand their production area or their service area. It will 
be within their own organization to determine those things. 

Mr. Jongs. They would determine whether they need to expand 
their generating capacity. 

Mr. Sraurrer. It seems to me that the Congress in passing this bill 
would be granting an authority to the TVA to expand anywhere they 
wanted to. I think there should be some limitation. This act was 
originally designed to develop the Tennessee Valley within the confines, 
you might say, of the Tennessee River. 

Mr. Jones, That is right—within transmission distance of the 
Tennessee River. 

Mr. Sravurrer. Where you have gotten into trouble is you have 
expanded your service areas beyond the production capacity or area 
of the TVA. 

Mr. Jones. I think the record will not support you in the statement 
that TVA has overextended its service areas, Mr. Stauffer, because 
there has not been any extension of the service area since the acquisi- 
tions, of which the largest was the Commonwealth & Southern property 
in 1939. 

Mr. Staurrer. You have service areas without the Tennessee Valley. 
For instance, western Tennessee is not in the Tennessee Valley. That 
is in the Mississippi Valley. 

Mr. Jones. That may not be in the watershed area, but it is still 
m the service area. There has been no question about whether Memphis 
was in the service area or not. If it has ever arisen, I do not know 
of it. 

Mr. Stavurrer. I think Iam right; am I not? 

Mr. Smrrn. I think you ought to answer the question about service 
area. 

Mr. Dempsey. Proceed, Mr. Stauffer. 

Mr. Staurrer. You have answered my question that your expansion 
ossibilities will be, if this bill is passed, within the jurisdiction of the 

ennessee Valley Authority rather than the Congress. 

Mr. Jones. Well, of course, it will not be that simple, Mr. Stauffer. 

In the first place the Tennessee Valley an is an agency operated 
as a corporation in behalf of the people of the United States. It is the 


largest generating and transmission utility in the Nation, if not in the 
world. As to the people who operate it, some of their manageinent 
have been in TVA since its inception. They have proven themselves 
able and capable of doing a good job. Those people are the ones whu 
are going to make the decision for the Congress of the United States 
as to whether or not new and additional capacity is needed, and 
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whether that requires the construction of new plants. Certainly the 
TVA would not want to go out here and build, or issue bonds for the 
purpose of getting an idle plant. 

They are good businessmen; they are prudent businessmen and 
reasonable businessmen. Otherwise they could not have accomplished 
what they have done. They could not possibly have made a success 
without good vision and good management and good business practices. 

Mr. Sraurrer. I am not opposing the Tennessee Valley Authority. 

Mr. Jones. I understand. 

Mr. Stravrrer. But I am from up in Pennsylvania, and we have 
developed our potential water resources there and our electric power 
without coming to the Federal Government at all. We do not have 
a Federal dam within the State of Pennsylvania. 

Mr. Jones. Let me say to you, Mr. Stauffer, that I am not saying to 
the committee or anybody else that the only way you can develop a 
utility in this country is by so-called federally owned utilities. There 
is plenty of room for private and public power, both, in this country, 
but neither one of them are to be excused from doing a good job for the 
public. That is the sole test, as to whether or not the utility is giving 
service and an abundance of electricity at the lowest. possible cost. 

A utility is not like a drugstore. You cannot go out and put one 
on the corner. You have to go down and get the authority and the 
franchise from the people—the people themselves. So in the discharge 
of their responsibility they owe an obligation to the people, and that 
is true of a so-called private utility just as muchas ofa federally owned 
utility. 

Mr. Stacrrer. My position here is, I think, we should give the TVA 
the money that they require to service the area. It is very questionable 
in my mind whether the Congress should ever expand the production 
area of the Tennessee Valley; and it, would be very questionable in my 
mind whether the Congress should pass this authority over to the 
Tennessee Valley Authority because of this bill. 

I want to say I have voted, Mr, Jones, for every steam plant withm 
the Tennessee Valley to increase your power supply, and I am perfectly 
willing to do it again, but I am concerned with the expansion, 

Mr. Jones. Yes, sir. 

Mr. Dempsty. Any other questions? 

Mr. Byrne. Mr, Jones, I am just. a freshman; and I just. got here, 
and I do not catch on as fast as some of you gentlemen who have beer 
here for a greater length of time, but under this proposed legislation 
would not the Tennessee Valley Authority have unlimited rights’ to 
issue bonds ? 

Mr. Jones. Yes, sir; to issue those that are needed. There is no 
monetary limitation on the amount of bonds that could be issued. 

Mr. Byrne. And would there be any limitation in any 1 year? 

Mr. Jones: No, sir. There would be no limitation in any 1 year. 

Mr. Byrne. And there would be no limitation in any combination of 
years ? 

Mr. Jones. No, sir. There would not. It would depend on tlie 
growth of the load, and that factor alone. 

Mr. Byrne. As I understand your testimony just a moment ago 
you have great confidence in the officers, or the board of directors, or 
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the group of people who would have authority to carry on this activity. 
Is that right ? 


Mr. Jones. Yes, sir. 


Mr. Byrne. I think you described them as able and capable of 


making decisions; they are good businessmen, and they are prudent. 
Is that right ? 

Mr. Jones. That is right. 

Mr. Byrne. They had good vision. Is that correct, sir? 

Mr. Jones. Yes, sir. 

Mr. Byrne. Then I heard you mention the name of Mr. Insull in 
your testimony. 

Mr. Jones. Yes, sir. 

Mr. Byrne. I come from Chicago, and Mr. Insull as I recall it had 
a fine reputation in the financial field, did he not? 

Mr. Jones. Yes, sir. He had a fine reputation. 

Mr. Byrne. In fact that reputation was excellent, was it not? 

Mr. Jonxs. It was so excellent that he milked the American public 
out of millions of dollars. 

Mr. Byrne. They caught on to that kind of late, did they not? 

Mr. Jonzs. Yes, sir. 

Mr. Byrne. How old was he? 

Mr. Jones. He was an old man, and I think the last time we heard 
of him he was somewhere in Greece. 

Mr. Byrne. No. He took a boat for Greece. I heard all about that. 

Mr. Jonss. Yes. 

Mr. Byrne. In fact I was in the State attorney’s office in Cook 
County at about the time it happened. 

Mr. Jones. Yes, sir. 

Mr. Byrne. At about that time he reached the mature age of 76 or 
78, did he not? 

Mr. Jones. I do not recall, but I recall he was an elderly man. 

Mr. Byrne. Well, you would call 76 or 78 elderly, would you not? 

Mr. Jonss. Yes, sir. 

Mr. Byrne. And he had the reputation of being able and capable, 
did he not ? 

Mr. Jones. Yes, sir. 

Mr. Byrne. He had the reputation of being a prudent man, capa- 
ble of making decisions, did he not? 

Mr. Jones. He had that reputation prior to the examination of 
his empire. 

Mr. Byrne. That is right. He had no criminal record of any kind 
or character, did he? 

Mr. Jonrs. I do not know. I have not looked into his record to 
determine whether or not he had violated the law prior to this. 

Mr. Byrne. Then he hired a boat and took off for Greece? 

Mr. Jones. That isthe last I heard of him. 

Mr. Byrne. Well, there was an aftermath to that. He was in- 
dicted and tried, was he not? Did you ever hear of that? 

Mr. Jones. Mr. Byrne, I am sorry. I do not know. 

Mr. Byrne. Did you know he was acquitted ! 

Mr. Jonzs. No; I do not know that. 

Mr. Byrne. You did not know that? 
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Mr. Jonzs. No, sir, I don’t recall the details. I know one thing. 
Whether he was acquitted or convicted, the American people who 
invested in his utility empire did not get their money. 

Mr. Byrne. Do you not think there is the human element that 
might be found too in giving too much authority to the Tennessee 
Valley Authority, and they might take off too? Do you not think 
they might hire a whole fleet of ships and take off on a world cruise? 

Mr. Jones. Well, we have jet planes that would catch them when 
they got there. 

Mr. Byrne. You are going to bring them back just a little quicker 
than you brought back Insull. Is that right? 

Mr. Jones. Yes, sir. And I think if Congress would continue their 
working relationship with the TVA as it is, if there is mismanage- 
ment, or if there is a failure to carry out the policy of the Congress 
as it is enunciated from year to year, with the close scrutiny the Con- 
gress gives the Authority, and that the General Accounting Office 
also provides for us, then I am not very apprehensive anybody in 
the TVA in a managerial position will be looking for any boat to 
absent himself to get away from the possibility of prosecution. 

Mr. Byrne. We have nothing but human beings there with the same 
frailties as everybody else in the United States of America and 
all over the world, have we not? 

Mr. Jonzs. Of course, if you want to start out on a comparative 
analysis, you can prove hell is an icebox. I am not a philosopher and, 
therefore, in the philosophical predictions you want me to make 
I would say to you 

Mr. Byrne. I am not a philosopher either. I am a man who was 
a prosecutor for 6 years, and I was a defender for 25 years. 

r. Jones. You have asked me a question, so let me answer. Give 
me that prerogative. 

Mr. Byrne. Go ahead. 

Mr. Jonzs. So, therefore, I do not want to become engaged in specu- 
lations as to the moral character of some 20,000 people in an agency 
of the Government. I would just assume, Feast on what has gone 
on in the past, that these people are going to give a good accounting 
of their efforts as Federal employees. 

Mr. Byrne. We did believe in Mr. Insull for 76 or 78 years, did 
we not? 

Mr. Jones. I am sure you might have had a good character refer- 
ence from Jesse James when he was 12 years old. 

Mr. Byrne. I never defended or prosecuted him. 

Mr. Jones. Well, or from his mother. 

Mr. Byrne. I: am not that old. 

Mr. Jones.I guess Jesse James made that affirmation of faith 
and piety. 

Mr. Dempsey. Let us get back to the TVA, Mr. Jones. 

Mr. Jones. I think it is time. 

Mr. Dempsey. Mr. McGregor. 

Mr. McGregor. Yes, Mr. Chairman. I appreciate the opportunity 
of being allowed to be present and ask a few questions although I am 
not a member of your subcommittee, which leads me to make the 
observation that I think it would be a good idea to have extended 
hearings on this subject and let it come before the full committee 
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rather than a subcommittee, because I think you will have to have 
extensive hearings when any attempt is made to have the subcom- 
mittee report to the full committee, because there are so many mem- 
bers of the full committee who are interested in the subject. 

Mr. Jones, I certainly want to congratulate you on your statement. 
You are just like you always are—an expert in that field. 

Mr. Jones. You are mighty kind. 

Mr. MoGreeor. I think you have'done a grand job. I recall when 
you came to Congress, and I recall the many times you and I have 
sat and listened to the argument about steam plants. They told us 
they wanted to use the steam plants to firm up power then. Now 
we are really in the category, are we not, where the hydroplants are 
used to firm. So that leads me to believe when you make your state- 
ment that “no one is trying to covet other areas,” I think you are 
honest in that statement, Congressman Jones, but you and I are 
human; we did not expect we would build so many steam plants, but 
that is a thing which has developed and it is one of the problems 
which I am afraid comes up in this bill, 

You are covering a whole field and Bob, my honest and sincere 
belief is, from the testimony you have given, which is a grand state- 
ment, and from the questions and answers here, that we have three 
big questions in this existing bill of yours and the bill of Mr. Davis. 
Is this correct ? 

We are losing control by the Congress. You are giving the author- 
ity to TVA to broaden the—TI see you are shaking your head “no” 
on my question about losing control. Does not your bill give TVA 
authority to issue any number of bonds they want to issue without 
coming to Congress for authority? 

Mr. Jones. Of course, as I said in reply to other questions, there is 
no dollar limitation placed on the amount of bonds that can be issued; 
and, as I understand it they would probably issue around $75 million 
worth of bonds in a typical year. We are taking into account a 10 
percent load growth. It is estimated it would cost possibly $150 
million a year of annual investment in new generating capacity and 
$75 million would come from revenues from the power receipts being 
reinvested in the system, 

Mr. MoGrecor. Bob, if that board of directors you have confidence 
in—and I haye too—should decide that they wanted to issue $150 
million worth of bonds, nothing in these bills would prevent them 
from doing so. Is that right? 

Mr. Jones. I do not think they would ever inject that element of 
surprise as far as Congress is concerned. 

Mr. McGrecor. We have no authority under your bill to prevent it. 

Mr. Jones. The Tennessee Valley Authority Act requires an annual 
accounting, and I am also quite sure that the TVA, prior to any fiscal 
period report to the Congress, would give a full accounting of what 
it expected to do in the way of plant expansions. So I do not think 
that would be a matter that. is going to be of great consequence. 

Mr. McGrecor. Would you be willing to accept amendments to 
make certain that that is not done? 

Mr. Jones. I will give it consideration. 

Mr. McGreeor. I appreciate that very much. It has been brought 
out very forcibly as to their power to expand. That is one of the 
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things that worries us. They can use the money from their bonds hot 
only to expand in the field of electricity but you are not confining this 
to electricity, are you? 

Mr. Jongs. Oh, yes. 

Mr. McGrecor. ere in your bill are you confining it ? 

Mr. Jones. The whole bill is solely for the purpose of constructing 
new power facilities. The other items for which TVA uses money 
would be handled through the annual appropriation bill like they have 
been in the past. 

Mr. McGrecor. You are taking that appropriation authority from 
us, are you not, Bob? 

Mr. Jongs, Oh, no. No, 

Mr. McGreeor. They do not have to come to Congress for a nickel 
if this bill becomes law. 

Mr. Jones. Yes, sir. They do. 

Mr. McGreeor. I wonder if you will tell us where that is because I 
am in error if that is defined in the bill. 

Mr. Jonss. They come to Congress for appropriation items for the 
nitrate plant at Muscle Shoals, for the reforestation program, and to 
carry out a multitude of activities of the TVA which would be annual 
costs and for which appropriations are made. 

Mr. MoGreeor. From the inquiries that have been made and from 
your answers—and I noted one particularly where you answered our 
mutual friend and colleague, Congressman Smith—you said that Con- 
gress would be in a way bypassed by this legislation. 

Mr. Jongs. That it would be bypassed ? 

Mr. McGreeor. Yes. Bypassed. 

Mr. Jongs. If I made any statement of bypassing it was certainly 
not intended, and I want to hasten to correct it if I said that Congress 
would be bypassed. As a matter of fact, I think the relationship be- 
tween the Congress and the management of TVA would be closer 
under the terms of this bill than heretofore existed. 

Mr. McGreeor. Congressman, I wrote down here hastily—and I 
hope I can read it properly—first would not your bill permit TVA to 
develop its own power system in any way that the officials of TVA 
decided ? 

Mr. Jones. It has always done that. 

Mr. McGrecor. All right, but under specific authority of Congress. 
Then you would free TV A’s power from the jurisdiction of the Con- 
gress, 

Mr. Jones. No, sir. 

Mr. McGreoor. All right. I want to get it straight. Then you take 
the position that you will not have a double budgeting system? You 
see what I am trying to get at. Do you know of any other agency of 
the Government following the procedures you are recommending 

Mr. Jones. I do not know of any other activity that is carrying on 
like the TVA. I wish more of them were. 

Mr. McGrecor. That is the part I am trying to get at. Not that I 
wish more of them were, but tdo not. think Congress should lose its 
control. In my opinion, whenever you give authority to an agency to 
issue whatever bonds they want to issue, then the Federal Government 
becomes a second mortgage holder, and we do not want to do that. 

Mr. Jones. It becomes what? 
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Mr. McGrecor. The Federal Government would be the second mort- 
gage holder. The bondholders would be the ones operating TVA and 
you are bypassing the Appropriations Committees of Congress. 

Mr. Jones. The Government would continue to be the owner and to 
get the profit too, and TVA has always made a profit. 

Mr. McGreeor. Of course, sometimes you and I get into a lot of dis- 
agreement relative to just how we arrive at the term profit. We do 
not agree upon the taxable procedure, and that is the difference be- 
tween our use of the term profit. Mr. Chairman, I recognize the bell 
is ringing so I will conclude and I thank you very much. 

Mr. Dempsry. I am very happy you are here, Mr. McGregor. 

Mr. Smrrx. Mr. Chairman, there is one point. 1 would like to take 
up, if I may raise this question of Mr. Stauffer awhile ago. I did not 
want to interrupt at the time. I think there might have been a mis- 
understanding. Mr. Stauffer asked if this bill would eliminate the 
limitation on the Authority. Did you ask if the bill would eliminate 
the limitation on the Authority to expand its service territory ? 

Mr. Staurrer. Not service. I said its production territory. 

Mr. Smirn. I wanted to make sure there was not misunderstanding. 
This bill does not change in any way the present limitation in regard 
to the expansion of TV A’s service area. 

Mr. Sraurrer. Service. That is all right. I am interested in the 
production area. 

Mr. Jones. It does not change the law with respect to service or pro- 
duction area. 

Mr. Stavurrer. No, but Congress has refused to appropriate for an 
expansion of TVA power production outside of the Tennessee Valley. 

r. Jones. Are you thinking of the Dixon- Yates contract ? 

Mr. Sravurrer. I am thinking of the fact that in the 83d Congress 
there was a request made for a steam plant in western Tennessee and 
that appropriation was disallowed. 

Mr. Jongs. On the grounds that the Dixon- Yates agreement—— 

Mr. Sravurrer. That it was without the production area of the Ten- 
nessee Valley. 

Mr. Jongs. Yes, sir, some thought so. 

Mr. Dempsry. Mr. Jones, 1 am very happy that you were present to 
testify this morning. 

Mr. Jones. Thank you very much. I did not intend to take up all 
this time. We have witnesses from out of State. 

Mr. Dempsey. Many of the people were anxious that you stay where 
you are, because they kept you in the chair. I did not. 

Mr. Jonzs. I want to apologize both to the committee and to those 
witnesses who came here to testify today. 

Mr. Dempsey. Mr. Jones, I have a few questions. The next bell 
we hear will be for Congress to go into sesssion. Do you think we 
should continue up to that time ? 

Mr. Jonres. Mr. Chairman, my suggestion to the committee is that 
we are going to have a continuation of that appropriation bill on the 
floor. 

Mr. Dempsey. And rollcalls. 

Mr. Jonzs. And there will be several rollealls. So I do not think 
further meetings today would be very satisfactory to the committee. 
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Mr. Dempsey. I quite agree with you, and that is why I asked you. 
Mr. Mack. May I ask one question, a question not already asked? 
If these bonds are issued by TVA, they become revenue bonds against 
eo and the future and prospective revenue of TVA. 
r. JONES. Yes, sir. 

Mr. Mack. Will not the Federal Government, in the case of default, 
be morally obligated to pay those bonds? 

Mr. Jones. That question was asked, I believe, on the Clay report 
when the Secretary of the Treasury made a response that he thought 
they would. To me, Mr. Mack, I cannot think of any obligation that 
a Government undertakes that they should not see that it is 
fulfilled. 

Mr. Mack. In other words, the fact that the Federal Government 
morally would be responsible for paying these bonds would ‘be just 
in a sense another way of getting around the national debt limitation, 
would it not? 

Mr. Jones. It would be more important than that. However, I think 
that the development of equity capital in the Tennessee Valley Au- 
thority is sufficient now to erase any doubts as to whether or not the 
debts or obligations could be retired from revenues. 

Mr. Mack. That is all, Mr. Chairman. 

Mr. McGreeor. I am wondering if it is the intent of the Chair and 
the authors to hold hearings next week and invite interested people to 
it? It is my thought you might be able to hold some hearings next 
week, because I do not know of any other committee meeting. 

Mr. Dempsey. I will say this. We expect to hold hearings tomor- 
row, because we have a great many people from out of town, and we 
are responsible for it. 

Mr. Jones. Mr. Davis, who made the plans for the hearings of the 
committee, and I discussed this thoroughly on yesterday. I am sorry 
to say, Mr. Chairman, that his absence today is occasioned by the fact 
that he hasa cold. He stated he was going to have hearings this morn- 
ing and tomorrow morning, and probably tomorrow afternoon and 
through Friday of next week. 

Mr. Dempsery. The chairman of the Ways and Means Committee, 
Jere Cooper, is present, and has a very brief statement to make. Mr. 
Cooper. 


STATEMENT OF HON. JERE COOPER, MEMBER OF CONGRESS FROM 
THE STATE OF TENNESSEE 


Mr. Coorrr. Mr. Chairman, I appreciate your courtesy very much. 
I will follow the usual custom of stating my name is Jere Cooper, 
Representative in Congress from the Eighth Congressional District 
of Tennessee. 

I have to go to another committee meeting and ask you to excuse 
me, but I simply want to request that my presence and interest be 
noted. I desire fully to corroborate and support the statement made 
by our friend and colleague, Mr. Jones of Alabama, and I appear in 
support of his bill, H. R. 3236, and the companion bill by my colleague 
from Tennessee, the Honorable Clifford Davis, H. R. 4266. 

I might state that I feel very much at home with this distiguished 
committee here. My first term in Congress I had the honor of being 
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a member of one of the predecessors of this committee, the Committee 
on Flood Control. I was a member of that committee at the time I 
was elected a member of the Committee on Ways and Means. So I 
thank you for your courtesy and the privilege of appearing and mak- 
ing this brief statement. 

I might also add it was my privilege to be a member of the committee 
when the original TVA Act was passed. I supported the program 
and all the appropriations for it throughout the years, and I am still 
strongly supporting it and want again to thank you for your courtesy 
and for the privilege of making this brief statement. 

Mr. Demrsey, Do you have anything to put in the record, Mr. 
Cooper ? 

Mr. Coorrr. Nothing further at this time. Thank you very much, 
gentlemen. 

Mr. Demrsry. We are glad you were here. 

Mr. McGreeor. Did I understand you to say starting Tuesday and 
Wednesday of next week and through Friday ’ 

Mr. Jones. Monday through Friday. 

Mr. McGrecor. I think that will be very fine. 

Mr. Dempsey. We will adjourn until 10 a. m. tomorrow. 

(Whereupon, at 11: 50 a. m. the subcommittee recessed until 10 a, m. 
of the next day, Friday, March 29, 1957.) 
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FRIDAY, MARCH 29, 1957 


House or REPRESENTATIVES, 
CoMMITIEE ON PusLic Works, 
SUBCOMMITTEE ON Fioop ConTrRoL, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:10 a. m., in 
room 1802, New House Office Building, Hon. John J. Dempsey 
presiding. 

Mr. Dempsey. The meeting will come to order for further hear- 
ings on H. R, 3236 by Representative Jones of Alabama, and H. R. 
4266 by Representative Davis of Tennessee. 

The first witness will be Mr. G. O. Wessenauer, Manager of Power 
for the Tennessee Valley Authority. 

Mr. Jones. Mr. Chairman, before Mr. Wessenauer proceeds, I 
would like to state to the committee that I think the questions that 
were propounded to me on yesterday would probably more properly 
be directed to Mr. Wessenauer, since he is Manager of the Power 
Division of the Tennessee Valley Authority, and he has been with 
the Tennessee Valley Authority since its inception and watched its 
growth, organization, and performance, and is recognized as being 
one of the outstanding power authorities of the United States. 

I am quite sure that those questions I did not answer fully yester- 
day cabs ve propounded to Mr. Wessenauer on today. 

Thank you, sir. 

Mr. Dempszy. Mr. Wessenauer, you may proceed. 


STATEMENT OF G. 0. WESSENAUER, MANAGER OF POWER; R. A. 
KAMPMEIER, ASSISTANT MANAGER OF POWER; AND JAMES E. 
WATSON, DIRECTOR OF POWER UTILIZATION, TENNESSEE 
VALLEY AUTHORITY 


Mr. Wessenaver. Thank you, Mr. Chairman, Mr. Jones, and mem- 
bers of the committee. 

Before starting, I would like to present the men with me at the 
table—Mr. R. A. Kampmeier, who is Assistant Manager of Power, 
and also Director of the Division of Power Supply; and on my left 
Mr. James E. Watson, Director of the Division of Power Utilization. 

Mr. Dempsey. Are they to be witnesses ? 

Mr. Wessenaver. They will be helping me. 

I may ask them to respond to a specific question in their field, if 
that is satisfactory with you gentlemen. 

Mr. Dempsey. It is perfectly satisfactory, 


37 











38 TENNESSEE VALLEY AUTHORITY FINANCING 


Mr. Wessenaver. In presenting the description of the power sys- 
tem, I would like to state for the committee what I have in mind in 
the way of testimony. 

First I would like to give you a description of the physical facili- 
ties of the Tennessee Valley Authority power system; a description 
of the area which is served by Tennessee Valley Authority power; a 
statement on the relations between the Tennessee Valley Authorit 
and the local power distributors; an indication of what the growt 
in power use has been over the past 23 years; and then to discuss 
the financial aspects of the TVA power program both as it relates 
to the TVA’s own operations in the generation and transmission 
of the power, and also something of the financial record of the local 
distribution agencies which distribute TVA power. I will follow 
that with an indication of the needs for future capital additions to 
the TV A power system. 

I think it would be helpful in describing the TVA power system 
if I might step up to the map and point out some of the major projects, 
so that what I have to say can be more directly related to the 
geography. | : 

Before doing that, however, I would like to state for the committee 
that since my responsibility with TVA deals with the power pro- 
gram, and since this bill is related entirely to the power program, my 
remarks will be directed mostly to that program. 

However, I would not want to start without indicating that, of 
course, there are many other aspects of the TV A development in other 
fields, such as in navigation, flood control, the development of the 
land, the chemical program in the development of improved fertilizers, 
the development of the forests and tributary watersheds, and so 
forth. However, my testimony will be directed primarily to the 
power phases of the TVA program, including the work of the local 
agencies which are associated in the power aspects of the TVA pro- 
gram in the Tennessee Valley region. 

The Tennessee River Basin encompasses an area of approximately 
40,000 square miles, with the rivers rising in the eastern part of the 
area in the high mountainous region of the Smoky Mountains. The 
rivers flow generally in a southwesterly direction to about Gunters- 
ville, Ala., where the Tennessee River begins to turn and flow toward 
the northwest; then at Pickwick Dam it flows north and empties into 
the Ohio River at Paducah, Ky. 

The main river from its mouth near Paducah, Ky., extends some 
650 miles to Knoxville, Tenn. 

One of the requirements set forth in the Tennessee Valley Author- 
ity Act was that navigation was to be provided on the main stem of 
the Tennessee River; and, in all, 9 projects have been built on the 
Tennessee River to provide a channel of 9-foot draft for navigation 
for that distance of 650 miles, 

Most of these projects on the main river also have incorporated in 
their construction provisions for some flood storage capacity in order 
that they can assist in regulating the floods which may occur in the 
Tennessee River Basin. The major flood storage on the main river is 
provided in the Kentucky Reservoir, where some 414 million acre- 
feet of storage is maintained in order that the heavy flows of the 
Tennessee can be held in that reservoir, and held out of the lower Ohio 
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and lower Mississippi when those rivers are in heavy flood as a result 
of waters coming from other tributaries above. That is very import- 
ant in helping to provide flood protection on the lower Mississippi. 

Power generating facilities are also incorporated in these 9 projects, 
and in all there are about 1,600,000 kilowatts of capacity installed in 
them. These nine projects, extending upstream, are Kentucky, Pick- 
wick, Wilson, Wheeler, Guntersville, Hales Bar, Chickamauga, Watts 
Bar, Fort Loudoun. 

There are five major tributaries of the Tennessee River, namely, the 
Clinch River, the Holston River, the French Broad River, the Little 
Tennessee River, and the Hiwassee River. 

All of those major tributaries are heavy contributors to the flow of 
the Tennessee River, and a major dam has been constructed on each 
to provide for the regulation of the floodwaters which arise in the 
drainage basins above those particular storage projects. The one that 
is perhaps most familiar to you is the Norris Dam on Clinch River. 

On the Holston River is Cherokee Dam. 

On the French Broad River there is the Douglas Dam. 

On the Little Tennessee River the major storage reservoir is the 
Fontana project. 

On the Hiwassee River the major storage project is the Hiwassee 
project, and there are two additional projects upstream, the Chatuge 
and the Nottely projects, which also provide added storage space. 

There is also added storage space in upstream reservoirs in 
Holston watershed. 

On the tributaries there are a total of 19 dams. 

At these tributary dams there is installed about 1 million kilowatts 
of power generating capacity. 

In the flood storage operation of the reservoirs on the Tennessee 
River, experience and history indicate that the major floods are likely 
to occur between late December and early April and, therefore, stor- 
age space is reserved for the storage of flood waters during that period 
of the year. If the floods occur, the waters are temporarily held back 
in the reservoirs. When the danger of flood downstream has passed, 
then water is drawn out of these reservoirs in order to have the stor- 
age space available again for the balance of that flood season. 

After the flood season is over, the reservoirs are allowed to fill as 
much as runoff will permit, to help make water available later in the 
year for navigation and power purposes. 

The 28 TVA projects on the Tennessee River, that is, the 9 on the 
main river and the projects on the tributaries, have a total installed 
capacity of about 2,700,000 kilowatts. 

In addition, in the Tennessee Basin there are some projects belong- 
ing to the Aluminum Co. of America which are operated as part of the 
TVA power system. Those projects are located on the Little Ten- 
nessee River, some of them upstream from our Fontana project, and 
some below. There are a total of 13 of them, some rather small ones,. 
but others fairly large, having a total capacity of about 375,000 kilo- 
watts. 

The arrangement between TVA and Alcoa is this: The projects are 
operated as a part of the integrated system in the way which TVA 
finds to be of maximum advantage considering the system as a whole. 
The Aluminum Co, of America mans the plants, that is, they operate 
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and maintain the plants, but the release and storage of water is in 
accordance with the schedules developed by TVA dispatchers. There- 
fore, the kilowatt-hours are delivered to the TVA system at such 
times as TVA desires. We in turn agree to return the same num- 
ber of kilowatt hours in each calendar year. However, the power is 
delivered back to the Aluminum Co. of America, at a more uniform 
rate, the way they like to use it at their production plants located at 
Alcoa, Tennessee. 

Therefore, there is installed hydro capacity within the Tennessee 
River drainage area totaling a little over 3 million kilowatts, including 
the Alcoa plants. 

The TVA power system extends beyond the confines of the Ten- 
nessee River drainage basin. In connection with the development of 
projects on the Cumberland River by the Corps of Engineers, the 
power provided at those projects is disposed of to TVA by the De- 
partment of Interior through its agency, the Southeastern Power Ad- 
ministration. That is in accordance with the Flood Control Act of 
1944. 

There are three such projects in operation in the Cumberland Valley 
at the present time, the Center Hill project on one of the tributaries, 
the Dale Hollow project designed on another, and the Wolf Creek 
Projects, these are all projects designed to control floods on the Cum- 

riand River. In these projects there have been installed hydro- 
generating facilities in the total amount of 459,000 kilowatts. 

In addition, there is one other project on the Cumberland River, the 
Great Falls Dam, which was owned by the Tennessee Electric Power 
Co., and which was sold to TVA at the time that the other properties 
of that company were sold to TVA and the local distribution agencies 
in 1939. That dam, with a generating capacity of about 32,000 kilo- 
watts, is operated by TVA and owned by TVA. 

That brings us to a total installed capacity in the 45 hydro plants 
which are operated as part of the TVA system of about 3.6 million 
kilowatts. 

The hydro capacity is supplemented by steam capacity located in a 
number of plants, some acquired by TVA from former owners, and 
others built by TVA. There are 8 which were built by TVA and 7 
acquired plants which had been built prior to TVA, including the 
steam plant near Wilson Dam built by the Government at the time of 
World War I. 

The total capacity in those 15 steam plants is a little over 6 million 
kilowatts, so that the total present power capacity of the TVA system 
is 9,660,000 kilowatts. That is the capacity as of today. 

At the present time there are additional projects under construc- 
tion. I would like to take a moment to indicate those. 

The Aluminum Co. of America is building another project on the 
Little Tennessee River with a total capacity of 50,000 kilowatts. It 
will be incorporated into the arrangements we have with that com- 
pany for the operation of their plants as a part of the TVA system, 
with a return of energy to them over the year on a more uniform basis. 

Other hydro projects under construction in the area are those of 
the Corps of Engineers on the Cumberland River. These include the 
Cheatham project below Nashville, and the Old Hickory project above 
Nashville, both providing navigation. The first generation at Old 
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Hickory is imminent. and the Cheatham project is about a half a year 
or so away. The total capacity of those two projects is 136,000 kilo- 
watts. 

In addition, TVA has under construction at its existing steam plants 
additional units which will add about 1,400,000 kilowatts to the sys- 
tem. Some of that capacity is coming into service later this year,some 
next year, and some the following year. By the fall of 1959 the system 
will have about 11.3 million kilowatts of installed capacity, of which 
3,800,000, roughly, will be in hydro capacity, and 7.5 milliomin steam 
capacity. 

Trust way of contrast, in this area in 1933 there were only 800,000 
kilowatts of capacity, including both publicly owned and privately 
owned plants. That indicates the growth in productive capacity, 
power-wise of this region in that period. 

I might take a moment to emphasize that the operation of the power 
system must recognize the prior operating requirements for flood con- 
trol and navigation. The flood control and navigation features were 
built into the projects and the operation of the projects has been car- 
ried out in accordance with those prior requirements of navigation and 
flood control. The minimum levels of the main river reservoirs are 
controlled by the minimum depths required for navigation. Water is 
not stored in the tributary projects above certain levels during the 
year, in order to maintain the necessary space required to catch the 
floodwaters that can come along at that time of the year. 

By way of illustration, you may have seen accounts in the news- 
papers of the heavy rainfall which occurred recently in the Tennessee 
River area, and of the fact that without the control provided by these 
projects we would have had the second largest flood of history at 
Chattanooga. The regulation of that floodwater was such that it went 
only a few feet above flood stage at Chattanooga, whereas they would 
have had damages otherwise of $65 million in that one community 
alone. 

So the system has worked to provide the flood control. I would also 
like to point out to you that in order to regulate that flood, water was 
stored, for example, at Norris and Cherokee and Douglas, in the res- 
ervoir space held for flood purposes. If this had been just a power 
system, that additional water would have been left to be used later in 
the year, but as soon as the floodwaters had been drained out of the 
Tennessee River those reservoirs were again lowered. If we could 
have kept that water and used it later through the power facilities, 
it would have meant generation of about half a billion kilowatt-hours 
of power. 

I am simply citing that to show that the system is operated in ac- 
cordance with the plans on which it was constructed, in accordance 
with the priority of purposes assigned to the development of the river 
by the Congress in the TVA Act. 

Perhaps if there are some questions, as I go along, on some of these 
points, they may help to clarify my statements. 

Mr. Mack. Are there any potential power sites for hydroelectricity 
that have not been developed, or are not under construction at the 
present time ¢ 

Mr. WessenaAvuer. Mr. Mack, therearesome. Yes, sir. 
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. Mr. Mack. What would be the aggregate capacity of those addi- 
tional sites, if developed ? 

Mr. Wessenaver. It is not a very large amount, sir, but I do 
not have a specific figure. You can see we have completely developed 
the head of the main river and we have developed the major economic 
sites on the tributaries. There are prospective smaller projects on 
some of the tributatries; possibly one below the Norris Dam on the 
Clinch River, for example. 

_ Mr. Mack. Let us get the gross. What would be the potential if 
all were developed ? 

Mr. Wessenaver. Would you want to modify that to those which 
are likely to be economic ? 

Mr. Mack. The point I want to get at is this: If future development 
occurs, is it going to be mainly from the construction of steam plants? 

Mr. Wessenaurr. Yes, sir. That would be right. 

Mr. Mack. Would it be as much as half a million kilowatts in 
all these other developments if they were made? 

Mr. Wessenaver. Yes. I would think so. 

Mr. Macs. A half million. 

Mr. Wessenaver. About in that neighborhood. 

Mr. Mack. Then any material increase in the capacity of TVA 
depends primarily on more steam plants ? 

Mr. Wessenaver. Something otherthan hydro. Yes. 

I might go from the generating facilities to indicate to you that 
all of these projects are tied together by a transmission network. 
The network also ties in to the various load centers, at which points 
TVA delivers the power to its customers. 

There are between ten and eleven thousand miles of transmission 
lines, and about half of that mileage is at 154,000 volts, which is our 
major transmission voltage level. The subtransmission voltages are 
usually either 66,000 volts or 44,000 volts, depending mainly on the 
location in the system as to what was the custom in that particular 
area prior to TVA. 

Mr. Batpwin. Mr. Chairman. 

Mr. Dempsey. Mr. Baldwin. 

Mr. Batpwin. Do you have any general estimated figure as to 
the relative costs of the power produced by your steam plants as com- 
pared to the power produced by your hydro facilities, as an average? 

Mr. Wessenaver. Yes. Our financial reports give a complete re- 
port on the cost of each project. Our steampower is slightly more 
expensive than the hydropower has been, partially due to the rising 
construction costs in the interim period of time. 

We use our. steam plants mainly for base load and therefore we 
get an excellent unit cost from them. The hydro plants are devoted 
mainly to meeting the peak loads of the day. Because of such differ- 
ences you will understand that one cannot really give a categorical 
answer without going into specifics. 

Generally speaking, the hydro costs are essentially represented by 
the depreciation and return.on the investment. The operating costs 
are small in relation to the kilowatt hours produced. In the steam 
plant you have less capital investment per kilowatt, but, on the other 
hand, you have higher operating expenses, primarily because fuel 
is a major component of the steam cost, Therefore the costs vary 
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depending upon a plant’s proximity to fuel and the cost of the fuel. 

Mr. Batpwin. Can you tell us in the event, for example, that this 
bill is passed by the tee what are the first projects that you 
would be using these funds for ? 

Mr. WessenAuer. No, I do not have any specific projects in mind. 
We anticipate that projects now under construction will take care 
of us through the winter of 1959-60. We are currently carrying on 
our investigations to ascertain which projects would be the ones at 
which we would install units for the next increment of capacity to 
meet the loads coming on in 1960. Those are likely to be additions to 
existing steam plants. 

Mr. Becker. Mr. Chairman, I would like to ask this question: You 
state there that there are 14 steam plants—— 

Mr. WessEnAvER. Sir—— 

Mr. Becxer. Which you have acquired? They were acquired from 
private companies ? 

Mr. Wessenaver. I am sorry, Mr. Becker. It was seven acquired. 

Mr. Becker. You have a total of 14 in which 7 were built by the 
Authority and 7 were acquired ? 

Mr. Wessenaver. A total of 15 of which 8 were built by TVA and 
7 were acquired. 

Mr. Becker. Those seven acquired were acquired from private 
companies that had constructed them and had been operating in that 
area ¢ 

Mr. Wessenavuer. Most of them. One of them was built bythe 
Government near Wilson Dam, and was turned over to TVA in 
1933, when TVA was established. The others were projects which 
had been built by the companies which operated in this area prior 
to 1939. We acquired some hydro capacity as well as some steam 
capacity. 

The acquisition arrangements which were worked out provided that 
TVA would purchase the generating and transmission facilities while 
the local agencies, the municipalities and rural electric cooperatives, 
would acquire the distribution properties. 

So in connection with that, we acquired a number of hydro. proj- 
ects, including some on the Ocoee River and Hales Bar Dam on the 
main river, and Great Falls in the Cumberland Basin; and steam 
a _ Hales Bar and Nashville and Memphis and Parksville, and 
so forth. 

Mr. Brecker. Those companies could not of necessity continue op- 
erating in that area in producing and selling electricity in competi- 
tion with the Tennessee Valley Authority, could they ? 

Mr. Wessenaver. There was a period of time from 1933 to 1939 
in which there was competition and a question of working out an 
arrangement between the two. Mr. Willkie said he didn’t think there 
should be competing systems and, therefore, he worked with TVA 
and the local agencies to dispose of his properties. 

Mr. Becker. I presume it is a well-established fact that they could 
not operate in competition with TVA’s expansion in that field and 
selling electricity with money on which no one had to pay either 
interest or taxes. Consequently, nobody could operate in that area 
effectively in competition, could they ? 

Mr. WessenaveEr. Well, there are some. 
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Mr. Becker. There are some now? 

Mr. Wessenavurr. Yes. 

Mr. Becker. In the same area ? 

Mr. Wessenaver. Yes. 

Mr. Becker. Where are they located, approximately? 

Mr. Wessenaver. Kingsport for example. Also this area of the 
Carolina Power & Light Co. They serve Asheville, and adjacent 
areas within the Tennessee valley. The Mississippi Power & aght 
Co. here [pointing to map] and the Mississippi Power Co. serve in 
the same areas as some of the distributors of TVA power. 

Mr. Brcxrr. Do you have transmission lines in those areas? 

Mr. Wessenaver. At Kingsport, for example, the Fort Patrick 
Henry Dam is within a mile of the city limits, and we have transmis- 
sion lines there. Yes, sir. 

Mr. Macs. Mr. Wessenauer, I read rather hurriedly the testi- 
mony that you gave before the Senate committee on the Kerr bill. 
It is my impression that you testified there that the TVA would 
require about $150 million a year of construction money during each 
of the next few years in order to keep pace with the growth needs 
of the area; and, that that $150 million would come about one-half 
from profits and depreciation, and about one-half million dollars 
from the issuance of bonds, or notes of some kind. Is that about 
correct ? 

Mr: Wessenaver. That is right, sir. 

Mr. Mack. Under this bill, as I read it, the TVA would have 
authority to issue any amount of bonds it desired. It might need 
$75 million, but you could do what you wanted to. The TVA Di- 
rectors could go ahead and issue $100 million, $200 million worth, 
or $1 billion of bonds, without any limitation on the amount that 
they might issue on any one year, or over a period of years. 

Do you not think that in this bill we should have some restrictions 
as to the amount of bonds TVA can issue in a year, or over a period 
of years? 

Mr. Wessenaver. Well, Mr. Mack, may I take a moment to com- 
ment on that, sir ? 

Mr. Mack. Yes. 

Mr. Wessenaver. I think that the amount of bonds that the TVA 
Board would issue in any given year would be controlled by the 
estimated need for power, because the bill has rather strict require- 
ments with respect to the financial obligations of the corporation. 
TVA would have to earn enough to make specified —— with 
respect to the investment that has already been made by the Federal 
Government. Of course, TVA would also have to earn enough to 
take care of the debt service and the interest on the bonds which it 
would be issuing. 

It seems to me that the compulsion of making a financial showing 
would be so great that there certainly would be no tendency to issue 
bonds simply to issue bonds. You would have to have a compelling 
rieed for the capacity with a demonstration that earnings would be 
adequate to cover those bonds before you would issue them. 

Mr. Mack. At the present time, according to what I read in the 
statement in the Bureau of the Budget’s report, you have about $60 
million of so-called profit each year which could be devoted to the 
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balding, the purchase of, or the entry into lease-purchase arrange- 
ments for the acquiring of additional property. 

th Wessenaver. Only if that property could show a financial 
return. 

Mr. Mack. Provided only if you could sell the bonds. The ques- 
tion is whether or not you could sell the bonds. That is the only 
limitation on it. Congress has no review of TVA actions until after 
TVA takes them, does it? 

Mr. Wessenaver. I would not say that, sir. As you may know, 
in connection with our annual reports and in connection with the 
submission of the budget request for appropriations with respect 
to the other TVA programs, we have always incorporated in our 
budget statements the plans which TVA has for the use of its 
revenues; and the budget documents fully disclose not only the per- 
formance of the past fiscal year and what is happening in the current 
year, but also what TVA then expects to do in the succeeding fiscal 

ear. 
‘ Mr. Jones. Will the gentleman yield ¢ 

Mr. Mack. Justa minute. 

I am willing to concede that the former Directors and the present 
Directors of TVA have done a good job for the area and have con- 
tributed greatly to the development of the area. I do not know who 
the future Directors are going to be, and this law applies not only 
to the present boards, but to future boards. 

There certainly should be safeguards in the bill to poste! the 
public interest against whoever the future Directors may be. 

How are the Commissioners of the Tennessee Valley Authority con- 
stituted? Are they appointed by the President, as other officials are, 
and go through the process of confirmation by the Senate? 

Mr. Wessenauer. Yes, sir. They are appointed by the President 
and are subject to confirmation by the Senate. 

Mr. Mack. How many Commissioners are there? 

Mr. Wessenaver. Three. 

Mr. Mack. They are appointed for what term of years? 

Mr. Wessenaver. Nine years, with one of their terms expiring each 
3 years, 

‘Mr. Mack. Are the Directors removable by the Presidentor anyone 
for anything other than misfeasance or malfeasance in office ? 

Mr. Wessenaver. I would prefer, Mr. Mack, if you directed that 
question to Mr. Swidler, who follows me on the witness stand, and who 
is our General Counsel. My understanding is that they are subject 
to removal by Congress under the TVA Act. 

Mr. Mack. Weare placing in this bill, it seems to me, more authority 
in the hands of two men than any other Government agencies have 
and we should go into it with a great deal of care. 

Now, as to the basic law of TV A—and I do not know whether this is 
& question for you or for someone else—but can you go beyond a pre- 
scribed territory in establishing hydroelectric plants? Are you 
limited to a certain area? Must it be continuous, or contiguous? 

Mr. Wessenaver. Mr. Mack, if you will indulge me, I had intended 
to discuss the area which we now serve and how it came into being. 
Perhaps in the course of that I will be answering your question. 

Mr. Mack. When you go ahead, I would like you to expla whether 
you can expand beyond the present area of TV A and go into new areas. 

91411—57——-4 
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First, if this bill is passed, would TVA have authority to say, “We 
will acquire all of the private power properties in the State of Georgia 
and float a bond issue for that purpose in order to acquire all of the 
powerplants in Georgia, and make them a part of TVA system”? 

Mr. Wessenaver. I would say not, sir. 

Mr. Mack. I would like you also to define in your further statement 
as to what the authorities of TVA are. In what business can TVA 
engage? The making of electricity and fertilizer, or can they branch 
out. and go into merchandising and manufacturing aluminum, and 
things of that kind. 

Mr. Wessenavuer. As to your last question, we have authority to 
generate and transmit power. We have no authority to manufacture 
aluminum. 

Mr. Mack. You do manufacture fertilizer. 

Mr. WesseNAvER. We have authority in connection with the chemi- 
cal program at Muscle Shoals. TVA was given the direction to utilize 
those facilities which were started during World War I, to find means 
of developing improved fertilizers. That plant has been operated, 
through experiments in the laboratory and pilot plant stage and in 
a more full-scale stage, to demonstrate the feasibility of the processes, 
and to provide adequate amounts of the product so that it may be tried 
out in test-demonstration programs throughout the country to show 
that it is a desirable product, and one which the farmers can use 
effectively. 

Mr. Mack. Then the basic law does limit you to two fields, namely, 
power and fertilizer ? 

Mr. WesseNAveEr. Yes, sir. 

Mr. Mack. All right. 

Mr. Becker. I would like to call attention to the testimony in the 
Senate hearings, as Mr. Mack brought out, which I think was not 
clearly indicated. General Vogel in testifying, on page 29, said: 

Well, under the original bill, there would be a report made to Congress which 
would, I presume, afford the Congress some opportunity to indicate its pleasure 
and displeasure after the fact. 

Senator Case then asked, “After the fact ?” 

General Vogel said, “After the fact”; yes, sir. 

In other words, after you had issued bonds, or you had gone to such 
an extent, then only, and only then would the Congress have an oppor- 
tunity to voice its pleasure or displeasure. So you could proceed at 
any given time to issue any number of bonds and go into the building 
of other plants and facilities, and only after it was accomplished and 
you had issued the bonds would Congress then, on your report, have 
the opportunity to voice its pleasure or displeasure. Is that not 
correct ? 

Mr. Wessenaver. I am sorry, Mr. Becker, but I do not quite agree 
with the apparent meaning of what the chairman said there. I think 
he intended to say—— 

Mr. Becker. It was in his testimony given on the Senate side. 

Mr. Wessenaver. There are two kinds of reporting by TVA. TVA 
does make an annual report each year which reports to the Congress 
on the accomplishments and the activities for the previous fiscal year. 
That is, I think, the report Mr. Vogel had reference to. 
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However, in addition to that, sir, we make a disclosure in the budget 
presentation of all the activities of TVA, whether they are financed 
from appropriations or from the use of revenues, and I am assuming 
that for bond revenues the procedure would be the same, so that the 
Congress would know what the agency contemplated when the budget 
for the succeeding fiscal year was presented and would know it well 
in advance of that year. 

Mr. Becker. I have put into the record the statement made in the 
testimony last year, in the Senate hearings, by your chairman, General 
Vogel. 

Mr. Jones. Mr. Chairman, I will say to Mr. Becker that General 
Vogel is to testify on Monday or Tuesday, so he will be here for the 
purpose of examining him on that very point. 

Mr. Becwer. I hope not Monday, Mr. Chaicnith: 

Mr. Sravurrer. May I clarify one point? 

I believe, when you mentioned the steam plants that TVA was oper- 
ating, you mentioned the Memphis plant. Is that correct? 

Mr. Wessenavurr. I mentioned a Memphis plant. Yes, sir. 

Mr. Sravrrer. When did you acquire a plant in Memphis? 

Mr. Wessenaver. In 1939. 

Mr. Sraurrer. In 1939? 

Mr. WessenaveR. Yes, sir. 

Mr. Sravrrer. But the Memphis plant is owned by a municipality 
down there, is it not ? 

Mr. WessenAver. Sir, I think perhaps there is some confusion. 
The city of Memphis is now building a plant. I am not referring to 
that one. I am referring to a plant of 50,000 kilowatts capacity which 
was owned by the Memphis Power & Light Co., and when the prop- 
erties in Memphis in 1938 or 1939—I forget the exact year—were sold, 
TVA acquired that plant and the transmission facilities, and the city 
of Memphis acquired from the company the distribution facilities, 

A year or so ago, Memphis announced its intention to build its own 
generating plant. I was not referring to that. 

Mr. Stavrrer. Where is that located ? 

Mr. Wessenaver. That plant will be located 

Mr. Sraurrer. No. I mean where is the plant you own? 

Mr. Wessenaver. Right within the city of Memphis. 

Mr. Sraurrer. In the city limits? 

Mr. Wessenaver. Yes. 

Mr. Sraurrer. Have you ever developed that plant? 

Mr. WessenAver. We have—— 

Mr. Sraurrer. Have you put any additional capacity in there? 

Mr. Wessenaver. We have not added any capacity, but we have 
used it fairly steadily since we acquired it. 

Mr. Sravurrer. You have never been able to secure funds to increase 
the capacity of the Memphis plant? 

Mr. WessenaveEr. We never wanted to, sir. It is an old plant and 
rather uneconomic. It is on a very confined site and it is not sus- 
ceptible 

Mr. Sravrrer. But you did ask for funds to build a plant there? 

Mr. Wessenaver. No, sir. Funds were asked to build a plant at 
Fulton, which is what you may have reference to. 

Mr. Sravurrer. That is the one I am referring to. 
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Mr. Wessenauer. I see. TVA did ask the Bureau of the Budget. 
for funds to build such a plant, but the request was not submitted to. 
the Congress by the executive branch. 

Mr. Sravrrer. And the funds were denied you for the Fulton plant. 
by the Congress? 

Mr. Wessenavrr. Funds were denied for such a plant, but TVA 
was never in a position to present to the Congress its recommendation. 

Mr. Sraurrer. You asked for funds for the Fulton plant. I re- 
member it very well. 

Mr. Werssenavrer. Perhaps I should amplify: TVA had asked for 
permission to submit to the Congress a request to build the Fulton 
plant. That was included in the budget. which was submitted in 1953 
by Mr. Truman. 

Mr. Stavrrer. Right. 

Mr. Wessenaver. With the new administration the budget was re- 
vised, and that item was taken out of the budget. 

Mr. Sraurrer. It is only monetary funds that. go into the budget. 
We do not legislate in the budget. 

Mr. Jones. I your pardon. What did the gentleman say ? 

Mr. Sraurrer. I say, those are only monetary funds in the budget. 
We do not legislate in the budget. We do not pass on.the legislation 
in the budget. Those are funds. They were denied—the TVA was 
denied the plant.at Fulton back in 1953. 

Mr. Jones. The Bureau of the Budget refused to approve it. 

Mr. Sraurrer. No. The Congress refused the passage. 

Mr. Demesry. I understand what you are talking about, Mr. Stauf- 
fer. There was.an amendment offered on the floor. 

Mr. Becker. That is right. 

Mr. Dempsey. To set up these funds for the Fulton construction, 

Mr. Becker. And it was denied. 

Mr. Dempsey. And it was denied by the Congress. 

Mr. Becker. Thatisright. In 1953. 

Mr. Dempsey. That is right, is it not? 

Mr. Jones. The point I understand Mr. Wessenauer made was this, 
and let us get this straight: The Tennessee Valley Authority submit- 
ted to the Bureau of the Budget a request for funds to start the con- 
struction of the Fulton steam plant. Is that not correct? 

Mr. Wessenavenr. In the fall of 1952. 

Mr. Jones. In the fall of 1952. That request to the Bureau of the 
Budget was never honored by the Bureau of the Budget, because the 
Bureau of the Budget did not transmit to the Congress a request for 
the funds for the purpose of constructing the Fulton steam plant. Is 
that correct ? 

Mr. Wessenaver. No, Mr. Jones. The history is this: President 
‘Truman in his budget, which came to the Congress in January 1953, 
put in it a recommendation for the building of the Fulton plant. 
President Eisenhower subsequently reviewed that. budget, I believe, 
and changed the recommendation, and the revised recommendation ex- 
cluded the Fulton plant. 

Mr. Jonrs. For what reason did the Bureau of the Budget say 
that they did not want to approve funds for the Fulton plant? 

Mr. Wessenavenr. I believe at that time it was their opinion that 
the loads would be lower than those which the Tennessee Valley Au- 
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thority estimated and they thought the capacity was not needed at 
that time, so the budget was correspondingly reduced. 

Mr. Jonxs. And the subsequent year, was there a request from the 
Bureau of the Budget for the construction of the Fulton plant? 

Mr. WesseNAvER. It was included in TV A’s recommendation to the 
Bureau of the Budget. 

Mr. Jones. And did the Bureau of the Budget in 1953 accept the 
recommendations of the TVA with respect to the construction of the 
Fulton plant? 

Mr. Wessenavurr. No, sir. 

Mr. Jones. What reason did the Bureau of the Budget give on that 
occasion as to why that construction should not be permitted ? 

Mr. Wessenaver. On that occasion, sir, the Bureau of the Budget 
indicated that they expected the Atomic Energy Commission to make 
other arrangements for part of the power which TVA had committed 
itself to supply to the Atomic Energy Commission, and that that 
would reduce our requirements to the extent that the plant would not 
be necessary. 

Mr. Jonxs. And the message that was transmitted to the Congress 
in the budget was to the effect that 600,000 kilowatts of installed 
capacity would not be necessary for the TVA to construct, since thie 
Atomic Energy Commission would obtain energy from some other 
source other than the TVA and thereby release TVA capacity for 
other consumers. Is that not correct ? 

Mr. Wessenavrr. That is correct. 

Mr. Jones. And after that message was transmitted to the Congress 
the Atomic Energy Commission then consummated a contract with 
the so-called Dixon-Yates Co. Is that not true? To supply the needs 
which the Fulton steam plant was to supply ? 

Mr. Wessenavuer. The Dixon-Yates arrangement was worked out 
subsequent to that. 

Mr. Jones. Yes, sir. 

Now, starting in 1953, in the amended budget, how much energy 
did the present administration and the Bureau of the Budget recom- 
mend be started in 1953?—that is fiseal 1954. How many units? 

Mr. Wessenaver. Two. 

Mr. Jones. In 1953, what was the recommendation of the Bureau 
of the Budget for the construction of units? 

Mr. Wessenaver. Just a minute, Mr. Jones. I am not sure whether 
you are talking about fiscal years or calendar years? I am a little 
confused. 

Mr. Jonrs. Let us go to fiscal years; otherwise we will get lost and 
be talking about two different things. 

Mr. Wessenaver. The original budget which contained a recom- 
mendation for the Fulton plant was made in calendar year 1952 for 
the fiscal year 1954. 

Mr. Jones. Yes, sir. 

Mr. Becker. Is the gentleman referring to the budget of the TV A ? 

Mr. Jonzs. Yes, sir. 

Mr. Becker. And not the budget of the Bureau of the Budget? 

Mr. Jones. We are talking about the recommendations of the 
Bureau of the Budget to the Congress of the United States. In other 
words—— 
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Mr. Becker. It was not in there in the Bureau of the Budget’s: 


recommendation, 

Mr. Jones... I beg your pardon? 

Mr. Becker, It was not in there. 

Mr. Jonzs. What was not in there? 

Mr. Becker. The funds for the building of the Fulton plant. 
_ Mr. Jones. That is just what we are getting at. The reason why 
it was not presented in 1954 for fiscal year 1955 is that the budget was 
developing the Dixon-Yates arrangement. In 1953 when the fiscal 
1954 budget was revised by the new administration the request made 
by the TVA for the Fulton steam plant was eliminated, and the next 
year the Bureau of the Budget refused to recommend the construction 


of the Fulton plant giving as a reason that power for AEC could be- 


acquired from some source other than TVA. 
r. Staurrer. Will the gentleman yield ? 

Mr. Jones. Yes, sir. 

Mr. Sraurrer. The justification for the Fulton plant, as I under- 
stand it, was the furnishing of power to the Atomic Energy Commis- 
sion, and not to provide distribution. 

.Jongs. That is wrong, Mr. Stauffer. That was not the intention. 
The Atomic Energy Commission has one facility at Paducah and an- 


other way up at Oak Ridge, near Knoxville—and, incidentally, the- 


Fulton steam plant site is how far away from that? Two hundred and 
fifty miles away, is it not? 
Mr. Wessenaver. Farther than that. 


Mr. Jones. Farther than that. Beyond transmission distance from. 


the Fulton plant. But what the budget proposed was to have the 
Dixon-Yates combine construct a plant on the west side of the 
Mississippi River to furnish energy to an area served by TVA. The 
original proposal would have had the result of requiring TVA to pay 
an unconscionable amount for power that it would be obligated to 
acquire to serve its own customers. 

Now, let us go back and get this record straight. In 1953, how 
much did the Bureau of the Budget recommend to the Congress for 
the construction of the new facilities ? 

Mr. Wessenaver. In January 1953, the budget for the fiscal year 
1954 was submitted by President Truman. 

Mr. Jones. Yes, sir. 

Mr. Wessenaver. That contained a recommendation for the build- 
ing of the Fulton plant with two units and for a unit at Kingston and 
two units at the iin Sevier steam plant, or a total of five units, 
Subsequent to the submission of that budget, President Eisenhower 
revised the budget, and that revised budget eliminated the Fulton 
plant and one of the John Sevier units, and left in a unit at Kingston 
and a unit at John Sevier. 

Mr. Jones. How many units does that make ? 

Mr. Wessenaurr. There were five submitted originally and as it was 
revised to, two. 

Mr. Jones. That is in 1953? 

Mr. Wessenaver. For fiscal 1954. 

Mr. Jones. All right. Now the next year. 

Mr. Wessenaver. For the fiscal year 1955, the budget as submitted 
to Congress contained no units—— 














TENNESSEE VALLEY AUTHORITY FINANCING 51 


Mr. Jones. All right. 

Mr. Wessenaver. TVA had requested funds to start eight units. 

Mr. Jonxs. TVA requested funds to start eight units. They re- 
quested that of the Bureau of the Budget. 

Now, what reason did the Bureau of the Budget state as to why 
they were declining to transmit TVA’s request to the Congress? 

Mr. Wessenaver. That was the year in which the budget message 
indicated that the plans were to ask the Atomic Energy Commission 
to make other arrangements for a part of its power supply of about 
600,000 kilowatts. We had already under construction, you under- 
stand, the capacity to supply the Atomic Energy Commission’s full 
requirements, and the purpose was, as stated, that the Atomic Ener, 
Commission would find another supplier and release that power bac 
to TVA in lieu of building these new facilities for TV.A’s other loads. 

Mr. Jones. All right. Now, for the next fiscal year what was the 
request of the TVA to the Budget Bureau ? 

Mr. Wessenaver. For the fiscal year 1956, TV A requested six units 
of the Bureau of the Budget. 

Mr. Jones. Yes, sir. Now, what request did the Bureau of the 
Budget make of Congress in the way of appropriations for new con- 
struction ? 

Mr. Wessenaver. No units in that budget. 

Mr. Jones. No units in fiscal 1956, no units in 1955, two units in 
1954. What about 1957? 

Mr. Wessenaver. In 1957 

Mr. Jones. What was the request of the Tennessee Valley Authority 
in that year? 

Mr. Wessenaver. TVA, in its presentation to the Bureau of the 
Budget, indicated that it would plan to add 5 to 7 units through the 
use of revenues and would not require any appropriations for those 
units. 

Mr. Jones. What request did the Bureau of the Budget transmit to 
Congress ? 

Mr. Wessenaver. That was the time when this financing bill had 
first been submitted and the recommendation was before the Congress. 
The Bureau of the Budget, in the President’s budget message, sug- 
gested that the question of additional units be deferred until the 
financing bill was acted upon. It recommended that funds be included 
in a 1956 supplemental appropriation to start one unit, expecting that 
the financing bill would pass in fiscal year 1957, and the additional 
funds required to complete that unit would be provided through the 
issuance of revenue bonds. 


Mr. Jones. So we got no recommendations for the construction 
then. 

Now, what about the most recent budget request ? 

Mr. Wessenaver. That is the current budget. The budget request 
of the Congress is for no appropriations to start units in 1958, again 
with the expectation that a financing bill will be enacted by the Con- 
gress during this session. 

Mr. Jones. So now in 5 years the Bureau of the Budget has re- 
quested two new units, and what size capacity were those units? 

Mr. Wessenaver. They were 180,000 kilowatts each. 

Mr. Mack. Will the gentleman yield? 
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Mr. Jones. Yes. 

Mr. Maox. I would like to ask the gentleman from Alabama this: 
Now we are agreed that the Bureau of the Budget made no recom- 
mendation for the building of the Fulton plant and installing units 
there. Was there not a motion made on the floor of the House to 
amend the bill and was it before the Congress to provide funds ? 

Mr. Jones. Yes, sir. I am coming to that. 

Mr. Mack. And Congress voted it down. 

Mr. Jones. I will say “yes,” and I am coming to the appropriations 
acts now, and will get that in. 

Mr. Mack. The point I want to make, Mr. Jones, is this: That the 
President of the United States and his executive department, the Pres- 
ident having been elected by the people and the Congress of the United 
States having been elected by the people, rejected the proposition of 
the installation of new units in the Fulton plant. Now, as I see it, 
under this bill here, two of three Directors of TWA could go ahead 
and build that plant without the Congress having any opportunity to 
say anything at all as to whether TVA could or could not build that 
structure and expend money on it. In other words, I think the case of 
the Fulton plant, which was opposed by the executive and the legisla- 
tive branches, is an illustration of the fact that we do need some re- 
strictions in this bill to prevent two Commissioners of the TVA from 
carrying out a project that the Congress and the President are op- 
posed to. 

Mr. Jones. Will the gentleman yield ? 

Mr. Mack. Yes. 

Mr. Joners. Is the purpose of your observation to state that the Con- 
gress of the United States should manage the operation of the Ten- 
nessee Valley Authority to the exent of telling them that they do not 
need oer or they do need units, or where those units are going to be 
placed ? 

Mr. Mack. No. The gentleman misunderstands my purpose. My 
suggestion is this: If the TVA decides to build a $200 million plant 
or a $100 million steam plant then the Tennessee Valley Authority, be- 
fore it can issue bonds that this bill would grant them the authority 
to do, TVA should receive authorization from Congress to go ahead 
and expand their operations. 

Mr. Jonrs. Mr. Wessenauer, let me ask you this question: Has the 
‘Tennessee Valley Authority ever commenced the construction of any 
new project without first having the approval and the approbation of 
the Congress of the United States, and without full notice to the Con- 
gress of the United States of the intentions of the Authority ? 

Mr. Wessenaver. The basic authorization is in the Tennessee Valley 
Authority Act. 

Mr. Mack. You cannot build new plants now without authorization 
of Congress. TVA can repair and replace, but not build new 

lants. 
x Mr. Wessenaver. Sir, again I think you might direct that to Mr. 
Swidler, but my understanding is the basic TVA Act contains the 
authorization. 

Mr. Mack. To build new plants without authorization ? 

Mr. Wessenaurr. There was an amendment passed in 1948 which 
says we cannot start a new plant without specific congressional ap- 
proval, that isright. Nor have we started any project—— 
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Mr. Jones. Let me restate my question to you. I am afraid I am 
not making myself clear. 

Does the TVA and has the TVA always reported to Congress prior 
to its construction and informed the Congress of its intention as far 
as the construction ef new plants is concerned ¢ 

Mr. Wessenaver. As far as construction of new projects; yes, sir. 

Mr. Mack. Will the gentleman yield there ? 

Mr. Jones. Yes, sir. 

Mr, Mack. TVA is required by present law, if it wants to build a new 
plant, to inform the Congress and secure authorization; is that not.so? 
Under this bill you are not required to ask Congress for any authoriza- 
tion. If you can sell the bonds, then you can build the plant and tell 
Congress about it afterward. 

Mr. Wessenaver. There is an obligation to report the budget pro- 

ram and the estimates of the Authority with respect to its program 
in the future fiscal year. Therefore well in advance of each year 
Congress would have ample opportunity to see what the Board had in 
mind doing. 

Mr. Mack. I do not see in this bill any restriction on what TVA can 
do other than if TVA sells the bonds TV A can do it and tell about it 
afterward. 

Mr. Wessenaurr. Yes, sir, but this is an amendment to the TVA 
Act and there are other laws which apply to TVA relating to the 
budget and so forth. 

Mr. ScuwEnce.. Will the gentleman yield? 

Mr. Mack, Mr. Jones has the floor, 

Mr. Jongs. Give the committee some idea of the type of report the 
Tennessee Valley Authority gives to the Congress each year, because I 
hear fears and apprehensions expressed about the proposed authority 
to issue bonds, as though it contemplated some new departure in 
TVA’s accountability. I think it would be in order now to state just 
what TV A does report. to the Congress. 

Mr. Wessenaver. There are two reports made regularly to the 
Congress. One is the annual report of the Tennessee Valley Au- 
thority for each fiscal year as to what it has done in the past fiscal 
year. It is made available to Congress about January 1, covering the 
preceding fiscal year. In it are financial statements of TV A’s opera- 
tion, and there is descriptive material of the work underway, and 
what the accomplishments were, and what is continuing to be done. 

The other report. also a rather voluminous one, is submitted in con- 
nection with the budget review each year by the Appropriations Com- 
mittees. It is a book about an inch thick. It contains a detailed ex- 
planation and justification of the request for appropriations for those 
programs which are financed by appropriations. In addition it con- 
tains a full disclosure of what the agency then envisages with respect 
to the power operations. 

Mr. Jonrs. Now. Mr. Wessenauer, suppose that this bill is passed 
and the Tennessee Valley Authority were going to issue $100 million 
worth of bonds. Do you think that the Tennessee Valley Authority 
would fail to disclose its intentions in its report to Congress that it was 
going to sell $100 million worth of bonds to build new generating 
facilities ? 

Mr. Wrssenaver. I am sure it weuld not fail to do so. 
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Mr. Jones. It would have a responsibility—a legal responsibility— 
because that is a transaction of a part of the business of the Corpora- 
tion; is it not? 

Mr. Wessenaver. That is right. 

Mr. Jonzs. So it would be a corporate function to report to the 
Congress what it intended to do in the way of a bond issue. 

Now another question in that connection: Suppose that there was 
the need for the Tennessee Valley Authority to issue $25 million 
worth of bonds for new construction. Would you issue $50 million 
worth of bonds? 

Mr. Wessenaver. Hardly, sir. The way I visualize this, TVA 
would project ahead the estimated power requirements. We are con- 
tinually reviewing our estimates of future power requirements and 
continually trying to determine what is the best way to meet those 
power requirements. Having determined how much capacity is 
needed the next question is where it should be put. That is an engi- 
neering determination as to where in relation to the loads developing, 
and where in relation to available fuel, and where in relation to water 
supply, that capacity can best be provided to meet the estimated in- 
crease in load. Having determined that and the transmission facili- 
ties needed in connection with marketing the power, you would then 
project ahead the funds required to build the facilities. 

The next question you would need to determine is the amount 
available of current revenues, considering the obligations already 
existing, to help finance that new increment. 

Then, if that were not sufficient to meet your needs for capital, that 
would determine the size of the bond issue. You would have to show 
to any prospective purchasers of the bond issue that you had an ade- 
quate need and an adequate likelihood that revenues would be 
available to support that issue. 

Those are the controlling factors as to the amount of the bond issue. 

Mr. Jones. So if you needed only $25 million, you would not issue 
$50 million worth of bonds, would you ? 

Mr. Wessenaver. No, sir. 

Mr. Jonrs. And if you needed $50 million you would not issue $150 
million worth of bonds, would you? 

Mr. Wessenaver. No, sir, because you would not wish to undertake 
that obligation to pay interest. 

Mr. Jones. So the question of the size of each bond issue is going 
to be determined by the need for increased capacity and in relation- 
ship to the ability to pay and all of the other factors that you have 
recited as to the need or justification for the issuance of bonds. 

Mr. Wessenaver. Those factors all need to be taken into account. 

Mr. Jones. So they are going to regulate themselves. Those fac- 
tors are going to regulate the total amount of bonds that you issue. 

Mr. Wessenaver. Those regulate it. Yes, sir. 

Mr. Becker. Will the gentleman yield? 

Mr. Jones. Yes, sir. 

Mr. Becker. I think we have made quite clear, at least I have in 
my mind, the questions by Mr. Jones, and it is something about which 
I express no fears whatever. J think a clear business understanding 
would dictate that you are not going to issue bonds for $50 million 
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when you are going to spend only $25 million, because you are going 


to have to pay interest on those bonds. 

Mr. Wessenaver. You certainly would have to. 

Mr. Becker. So I think it is clearly understood, at least it is in my 
mind, that that question as far as I am concerned has no bearing on the 
fact. The fact remains simply this: Insofar as I see the Senate bill, 
and I have glanced quickly through it in trying to digest the Senate 
hearings, and the bill as proposed here, is it not clearly indicated that 
the main objective is to put the power in the hands of the Tennessee 
Valley Authority to issue bonds in order to go ahead and be able to 
construct the facilities that they believe are necessary to produce 
power in that area. Is that not correct? 

Mr. Wessenaver. For serving the area, with the Congress fully 
aware of what it is doing. 

Mr. Becker. Wait a minute. Never mind Congress now. To be 


‘able to do exactly what I said, that is, to produce power for that area. 


We will concede for the moment, for the sake of argument, that it is 
in the area now generally conceded to be in the realm of the Ten- 
nessee Valley Authority, that they have been operating. Is that 
correct ¢ 

Mr. Wessenaver. It is to provide another source of capital to 
finance the facilities. Yes, sir. 

Mr. Becker. That is correct. And by that very process, and with- 
out limitations expressed in this legislation, they would not have to 
come to the Congress prior to the issuance of those bonds or proceeding 
with construction of additional facilities. Is that not correct? 

Mr. Wessenaver. They would not have to receive an affirmative 
action of the Congress, 

Mr. Becker. That is correct. 

Mr. WessenAver. But they would have to report to the Congress, 

Mr. Becker. Oh, we know that. That is where General Vogel 
admits it is after the fact. 

Mr. WessenAurr. Before the fact, too, sir. 

Mr. Brecker. He does not say that. In his testimony here it is after 
the fact, and I think we all concede that. At least in my mind I con- 
cede that the report would come after the fact, after the bonds had 
been sold for the construction of the facilities. 

I am not criticizing your idea as to the need for those facilities. I 
am leaving that out of the picture. In the past 25 years or so operation 
of the Tennessee Valley Authority, the Congress has had the responsi- 
bility for appropriating funds required by the needs of the Tennessee 
Valley Authority. Is that correct? 

Mr. Wessenauer. Not all of the funds required. 

Mr. Jones. With the exception of the last 5 years, when we only got 
two units. 

Mr. Broxer. That is because Congress refused to vote any addi- 
tional money. 

Mr. Wessenaver. That is not my point. I am saying the sources 
of funds now available to TVA are two: One is appropriations and the 
other is revenues from the sale of power. So part of the facilities 
have been provided through the use of revenues. 

Mr. Becker. Net revenues. I understand very well. If you had 
been paying interest to the Government and not just returnmg 214- 
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cent principal, you would not have been able to use any net funds 
or building other facilities without the consent of Congress. 

Mr. Wessenaver. I think we would. 

Mr. Becxser. Above the normal interest that the Government +has 
to pay for the money which TVA is using? 

Mr. Wessenaver. Yes, sir. 

Mr. Becker. You Bs have money left over? 

Mr. Wessenavugr. I think so. 

Mr. Becker. In the past 20 years ? 

Mr. Wessenaver. Yes,sir. 

Mr. Becker. I don’t know. If you tried to compare the interest at 
21% percent on that billion dollars over the past 25 years since the 
money was appropriated by Congress, I doubt it very much, but we 
will let it go. 

But we will say, coming to this point which I want to establish here 
and now, that the objective of this legislation is for one purpose, and 
for one purpose only, that is, to permit the Tennessee Valley Authority 
to issue revenue bonds for the purpose of constructing facilities with- 
out the consent of Congress. Is that not true? 

Mr. Jones. What is that ? 

Mr. Becker. I am trying to get the objectives of this legislation. 

Mr. Wessenaver. The purpose of the legislation, sir, is to provide 
us another source of capital for the building of power facilities needed 
to supply power to this region, through the issuance of revenue bonds. 

Mr. Becker. Without the consent of Congress? 

Mr. Wessenaver. Congress would consent to it, sir, in the passage 
of this legislation, and it has opportunity to review from time to 
time—— 

Mr. Becker. Exactly. You have answered my question by that 
very statement. 

r. Scowencen. Will the gentleman yield? 

Mr. Brecker. I am trying to make that point. By the passage of 
this act we then give authority to the Tennessee Valley Authority to 
issue bonds and proceed to build facilities they feel are necessary, 
without any further consent of Congress except by review. 

Mr. Wexssenaver. All right, sir. 

Mr. Becker. After the fact. 

Mr. Jones. I certainly want to agree with the gentleman that the 
objectives of the bill are to do exactly what you say. Of course that 
is the purpose of the bill—to give the Tennessee Valley Authority the 
right to issue bonds against the revenues that would be earned by the 
TVA from the sale of electric energy which it is now supplying to 
the people of the TVA area. 

Mr. Becker. I think we have a little difference, Mr. Jones. You 
are talking about the right under this bill and I am talking about 
the purpose and intent. The gentleman indicated what I have said is 
the purpose of the bill. 

Mr. Joan I do not believe that the bill is intended to create the 
fears and apprehensions the gentleman las expressed, I do not think it 
will work out anyway like the gentleman from New York seems to 
fear. I am sure TVA will continue to act responsibly and to make 


a full accounting to the Congress of the United States. 
Mr. Becker. If the gentleman will yield a second, you will re- 
member you opposed the establishment of a corporation a year or 
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two ago for the building of the Interstate Highway System. A corpo- 
ration was to be established for the issuance of bonds and you expressed 
many fears as to the idea of erate gp such a corporation for the 
issuance of those bonds. Now we are doing the same thing here. 

Mr. Jones. I am glad the gentleman brought that up because if he 
is laboring under the notion that this is the same ment as 
that proposed by the Clay report I want to get the record straight 
now. 

Mr. Becker. I do not contend it isthe same arrangment. 

Mr. Jones. Under the Clay report the recommendations of that 
report were to create a Government corporation. for the roe of 
the issuance of bonds, and those were nonrevenue bonds. e retire- 
ment of those bonds was te be made from the Treasury of the United 
States without identifying the source of the income going into the 
Treasury of the United States. So that is entirely a horse of a dif- 
ferent color. 

Here this is a Government corporation producing energy, something 
which will be sold. The identity of the moneys coming into their 
hands can be properly made and placed toward the retirement of the 
bonds or payment into the Treasury of the United States. The Clay 
report did not deal with that kind of situation. 

Mr. Brecker. Well, double taxes pay more. 

Mr. Dempsey: Suppose we get off the highways and get on TVA. 

Mr. Jones. The question was raised that E was favoring this proposi- 
tion and yet opposed the Clay report corporation proposition. I 
wanted to show that they are different types of operations and that 
this is a revenue bond proposition. 

Mr. Dempsey. Youconvinced me. Let us get to TVA. 

Mr. Jones. Now Mr. Wessenauer from the period of 1953 up to the 
a, time how much new construction has TVA added to its 
system 

Mr. Wessenaver. You mean started, or placed in operation on the 
system ¢ 

Mr. Jonzs. Started. 

Mr. Wessenaurr. We started » Kingston unit and a John Sevier 
unit in the fiscal year 1954, totaling 360,000: kilowatts. During the 
past fiscal year we started seven units totaling about. 1,200,000 kile- 
watts, to be financed from the revenues of the TVA power system. 

Mr. Jonus. How were those units financed ? 

Mr. Wessenauer. The first two were financed through appropria- 
tions and the last. seven through revenues. 

Mr. Jonrs. Through revenues of the TVA? 

Mr. Wessenavurr. Yes, sir. 

Mr. Jones. Did you tell the Congress, prior to the investment of 
those revenues, what you wanted to do with the revenues? 

Mr. Wessenaver. Yes, sir. 

Mr. Jones. And how those revenues were going to be spent? 

Mr. Wessenaver. The whole question was discussed at length last 
year. 

Mr. Jones. If you tell the Congress what you are going to do with 


’ the revenues you obtained from the sale of energy, that is, to. place 


it in new facilities, do you not think you will do the same thing with 
bond money that you would with revenues ? 
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Mr. Wessenaver. I think I said, Mr. Jones, that TVA would. each 
year present its estimate of what it expected to do with all of its. 
revenues and bond proceeds. 

Mr. Jones. So it would not make any difference in the practice of 
the TVA whether it was using money from bonds issued, or from 
current. revenue? That money is going to be accounted for to the 
Congress of the United States. Is that right? 

Mr. Wessenaver. It always has accounted for it. 

Mr. Becxer. Mr. Jones, will the gentleman yield ? 

Mr. Jones. Yes, sir. 

Mr. Becker. Why can we not establish this one fact. without trying 
to get away from it? There is nothing in this bill that will restrict 
the TVA from proceeding in any given year with the issuance of any 
amount of bonds without any limitation, is there? 

Mr. Jones. Let me say I yielded to the gentleman, because I am not 
going to support the proposition that we think these people are going 
down there and deliberately engage in a practice that would be a dis- 
honorable practice in the view of the Congress of the United States. 
I am not going to indulge that suggestion. 

Mr. Becxer. I do not ask the gentleman to do that, and neither am 
I. I am merely stating what happens to be a fact. In this bill there 
is no restriction whatever to prohibit the TVA once this becomes law 
from issuing bonds in any given year for the purpose of constructing 
an additional facility. Is that correct? 

Mr. Wessenaver. Constructing an additional power facility. 

Mr. Becxer. A power facility. We will leave it at that. There is 
nothing in this bill that will do that, is there? 

Mr. Wessenaver. But, sir, this is an amendment and you have to 
look at all of the laws applicable to TVA, which means budget laws, 
and accounting laws, and the basic TVA Act. 

Mr. Becker. But you are setting up a corporation here to do that 
and giving it certain authority for the issuance of these bonds. 

Mr. Wessenaver. This would be an added authority granted to 
the corporation, that is, to issue bonds; but its operations whether 
financed from bonds or other sources have to be conducted in accord- 
ance with the other laws applicable to it. 

Mr. Brecker. I do not deny that. 

Mr. Scuweneg.. Let me read this which appears at the top of page 
3 of the bill. You may be in error in your testimony because this bill 
reads.at the top of page 3: 

Notwithstanding the provisions of section 26 of this act or any other provision 
of law, the Corporation may pledge and use its net power proceeds for payment 
of the principal of and interest on said bonds, for purchase or redemption there- 
of, and for other purposes incidental thereto, including creation of reserve funds 
and other funds which may be similarly pledged and used, to such extent and 
in such manner as it may deem necessary or desirable. 

Now under that law, as I interpret it, you have the right to build or 
acquire property. Is that right? 

Mr. Wessenaver. That is right under the present law, sir. 

Mr. Scuwenceu. And is there not a section of the law that says you 
can go 300 miles out from the present area to acquire property ? 

Mr. WEssENAUER. No, sir. 

Mr. Scuowencet. How far can you go? 
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Mr. Wessenavrr. The present law provides that the power avail- 
able from the projects of the TVA system can be made available with- 
in transmission distance of the hydro projects. 

Mr. Scuwencev. What is transmission. distance? 

Mr. Wessenaver. The furthest. we have gone from any project is 
about 175 miles, and from most of the projects we have not gone that 
far. 

Mr. Scuwencex. Then you can go out 175 miles, theoretically, from 
any point in that area. Is that so! 

fr. Wessenaver. I think it would be well if I would discuss how 
this service area originated as I think it would throw some light on 
the question as to the extent. 

Mr. Scuwence.. Can you not answer that question? You can go 
outside this area, that is, the present established area. You can go out- 
side of it 50 miles. 

Mr. Wessenaver. If you have power available—— 

Mr. Scuwencet. If there is a plant available there you can acquire 
it. 

Mr. Wessenaver. What is that, sir? 

Mr. Souwenecet. If there is a plant available you want to include 
in the system, you can acquire it under this bill if you wanted it. You 
could sell bonds to buy it, could you not? 

Mr. Wessenaver. No, I do not think so. 

Mr. Scuwencet. That is what it says here. You say you can acquire 
it under the basic law. You might show it is desirable because you 
might be able to offer somebody a pretty good proposition on a plant. 
I do not know much about it, but let us say it is worth $50 million. 
You might be in a position to offer $60 million and still make it a 
good proposition and feasible to be financed. 

Mr. Wessenaver. But there are some restrictions in the present law, 
and the interpretation of that law, which I think a leaves 
us in the area we now serve, except for minor adjustments to the area. 
I do not believe that there is much possibility of what you envisage. 

Mr. Scuwencew. One other point. This legislation, if we pass this 
bill, would be a change in policy in the basic TVA law, would it not? 

Mr. WessenaAvEr. There would be no change in the basic policy 
of TVA law except to add to it another means of financing; there is 
no change in the basic purposes and objectives. 

Mr. Scuwenee.. Supposing we passed this law in the Congress. 
We have other areas in the United States that have similar oppor- 
tunities that you have here in the TVA law, do we not? Are there 
other sections of the law that allow other people to do the same thing 
in other parts of the United States? 

Mr. Wessenauer. I do no think there are any quite identical. There 
may be some similar. 

Mr. ScuwEncet. For instance, the REA can build a plant. 

Mr. Wessenavurr. That is quite different, sir. 

Mr. Scuwence.. But if we granted this privilege to you and the 
REA peer came in and said they wanted a similar privilege, Con- 
gress would be in a poor position to say no. 


Mr. Wessenaver. REA is quite different. There the law relates 
to loaning of funds to cooperatives, which are private agencies, to 
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do certain things. This is a law relating to TV A, which is an agency 
of the Federal Government. It seems to me it is quite different. 

Mr. Scuwence.. But it would be a change in policy insofar as 
financing is concerned within the TV A Act. 

Mr. Wrssenavuer. I would state it this way: That the basic polic 
of TVA would remain the same. This act simply provides it with 
another channel with which to finance its power activities. 

Mr. MoGruecor. Will the gentleman yield for one question ? 

Mr. ScowEnce.. Yes. 

Mr. McGrecor. If the policies remain the same, why do you want 
this legislation ? 

Mr. Wessenaver. I think I would explain it this way, Mr. 
McGregor. Up to the present time most of the financing of the power 
program has ion done by means of appropriations. It seems to 
be that the agency has demonstrated the ability to operate its power 
program successfully in a financial way and that it would be possible 
to use another avenue of obtaining funds. I think it would be desir- 
able—and I should think the Congress would think it would be desir- 
able, particularly when there are so many demands for appropriations 
for many purposes. Our idea is that since this ageney has matured, 
this is a way in which it could raise funds required in the future. 

Mr. McGrecor. You have matured and you feel you have been suc- 
cessful, have you not ? 

Mr. Wessenaver. Yes, sir. 

Mr. MeGrereor. But if this bill passes you will change the policy. 
So why do you want to change the policy ? 

Mr. Surrv. Will the gentleman yield ? 

Mr. McGreaor. Yes. 

Mr. Smrru. One reason why I understand they want a change in 
policy is the President of the United States wrote us a letter urging 
us to change the policy. 

Mr. MecGrecor. I wonder if the gentleman will submit the letter 
so we might have it. 

Mr. Sarru. It is in the Senate hearings. You can all read that. 

Mr. Wessenaurr. I think, Mr. McGregor, if I may mterjeet, that 
yow will find in the President’s: budget message to the Congress Tast 
year and again this year a recommendation that TV A be authorized 
to issue revenue bonds as a means of financing. 

Mr. McGrecor. Let me just finish. Would you say then that the 
administration favored this legislation ¢ 

Mr. Wessenaunr. I would say that the administration indicated 
that. it favered! legislation enabling TVA to issue revenue bonds, As 
to its present views with respect to this precise bill, I have not seen 
them. 

Mr. McGrecor. I am of the opinion, knowing the chairman and his 
fairness, that: certainly the administration will be asked for their 
position relative to this legislation, their representation should appear 
here or at least furnish us with a statement. 

Mr. Becxrr. They have been. If I may interrupt, the Bureau of 
the Budget has indicated and made many suggestions as to changes 
in this type of legislation. 

Mr. Snerrss. But: they still basically approve the idea of the bond 
issue. 
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Mr. McGrecor. I wonder what basic argument you have or what 
foundation you have for making that statement. Have you a letter 
from the administration stating that they approve this? 

Mr. Smrru. Not this bill. 

Mr. McGrecor. That is what I am trying to get at, because the 
witness testified that he is changing the policy and I asked him why, 
because I think under the guise of that they have been proceeding 
satisfactorily in their view. 

Mr. Dempsey. A staff member left with a committee request for a 
report from the Bureau of the Budget. 

r. MoGrecor. Fine. 

Mr. Dempsey. We have not received it yet. 

Mr. McGrecor. Thank you very much. 

Mr. Mack. Will the gentleman yield ? 

Mr. McGrecor. Yes. 

Mr. Mack. You asked one of the most important questions of the 
last 2 days I think, Mr. McGregor, that of why is this legislation 
submitted. I come from a public-power district. My questions might 
imply I am against this legislation but I am for the working out of 
some sound legislation that will lead to the development of the Ten- 
nessee Valley area and the Pacific Northwest. 

As I understand it, the Federal Government already has supplied 
to the Tennessee Valley Authority about $1,700 million for construc- 
tion work in that area, of which about 375 million was for navigation 
and flood-control development, leaving $1,300 million for the con- 
struction of power facilities. TVA still owes to the Federal Govern- 
ment in excess of $1 billion on power facilities installed in the TVA 
area. 

On that $1 billion of borrowed investment money TVA pays no 
interest. In other words, TVA is given about a $30 million a year 
subsidy for the operation of its power facilities. In addition to that 
TVA pays no income taxes. The records of your organization show 
that this year you expect to make about $60 million in profit. These 

rofits, i? of a private information, would pay into the Federal 

reasury about $30 million. In other words, TVA has a subsidy 
of $30 million in relief from taxes, since it does not have to pay income 
taxes. 

Because of that situation, and because of the fact that the Federal 
Government owes $276 billion on the national debt, and because of the 
economy drive, it is far more difficult for TVA to obtain funds to 
carry out needed improvements to take care of expansion. For that 
reason TVA wants to develop, as we would like to develop in the 
Pacific Northwest—because we are getting no new starts on dams— 
we would like to work out some kind of a plan under which we could 
use revenues from TVA, or the BPA to install new capacity. 

In order to do that, though, it is my opinion we will have to present 
to the Congress a bill which is sound and reasonable in every respect. 
The Congress should have a say as to whether new installations are 
needed and as to how much of the revenue is to be devoted to that 
purpose, because the Bonneville Power Administration as well as the 
Tennessee Valley Authority owe great sums of money to the Govern- 
ment. 
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We do not want to make the Government’s holdings a second 
mortgage. I think any bill that comes out, while it might give author- 
ity to use revenues, certainly should give Congress authority to author- 
ize projects before they are undertaken. 

urther, we must have assurance that you are not going to spread 
the TVA over into many States where it does not now exist. 

I think that unless those guarantees are provided there may be no 
possibility of passing the legislation. 

Mr. Jonzs. They have a problem but there should not be any way 
to resolve it. Is that what the gentleman is saying? 

Mr. Mack. No. I think we must have a sound piece of legislation 
that protects the interests of the Federal Government as well as the 
Tennessee Valley area. ’ 

Mr. ScuweEnceL. I yielded to Mr. McGregor. May I proceed for 
just a moment by saying first that I do not want to indicate I am 
necessarily agnines this approach. I think there is some virtue in your 
testimony. My only point is I do not think we as a ay, sng should 

ant you unlimited authority. Having served in the lowa Legis- 

ature, I know we have revenue bonds which are legal there, but we 

have some supervising body which they must report to so we feel . 
that the ayy interest is better served and the public knows what 
goeson. Now the question is this: 

Would you object to bringing a report to the Congress before you 
build, or before you sell bonds, rather than afterward? Or would you 
object to some provision in the law so that you would report to the 
Bureau of the Budget or some public body that would protect the 
public interest?- By that I am not implying any member of your 


group or your association, or anybody in the TVA is not honest. I 
am just saying it is run by human beings and we know what happens 


when we leave matters of public interest unrestrained. I can cite 
many instances in the Government where that happens. 

So, would you object to any amendment that I have suggested, which 
I believe would serve the public interest in this matter 

Mr. WessENAveERr. Sir, my view is that the present laws require us 
to report to the Congress ahead of time, as we make our estimates from 
year to year, and that is what we do. Therefore, I really do not see 
the necessity for a further provision, but if you disagree with that 
I do not have objection to it because it seems to me that is what we 
do anyway. 

Mr. Scuwence.. You are acquainted with this section in the bill 
which says: 
Notwithstanding the provisions of section 26 of this act or any other provision 
of law * * * 
That says you may do these things notwithstanding these other laws. 

Mr. Wessenaver. That is only with respect to pledging revenues 
for payment of the bonds. The provisions with respect to reporting 
to Congress, and so forth, are contained in the present laws. 

Mr. Scuwencet. If you get this bill you have their hands tied 
and Congress cannot do anything about it as I see it. That is all. 

Mr. Becxrr. My good friend the Congressman from Alabama dis- 
cussed yesterday the fears that people have. I might say there is no 
question of motives or charging ulterior motives to anyone in the 
TVA but in the suggestions of the Budget Bureau they say: 
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The Budget deems it advisable to retain the authority in the Secretary of the 
Treasury to recommend issuance of bonds by TVA as provided in the Government 
Corporation Control Act. 

That is not in here. 

So far the authors of this legislation have not agreed to that. 

Then to go on about these other fears that are left, the Budget 
draft, after the words, “The Corporation may” puts the words: 
in performing the functions authorized by this act, restrict the use of loan 
funds to functions authorized by the act to which section 15 (d) is an amend- 
ment, thereby assuring that the authorized functions of TVA are not broadened 
by the amendment. 

That is not a fear expressed by me but a statement of the Bureau 
of the Budget. They want it so restricted that the actions or func- 
tions of TVA are not broadened. Those provisions could be written 
into this act. 

Then they go on further in the Budget draft and say, after “power 
generation” “and for refinancing any such plant or other facility 
whether originally financed with the proceeds of such bonds or 
otherwise.” 

This line, according to the Bureau of the Budget, makes it clear 
the budgetary review and congressional approval procedure provided 
for by the Corporation Control Act shall apply to the use of proceeds 
of revenue bonds. 

If you are going to have revenue bonds why not leave that control 
and approval by Congress before the fact rather than after the fact? 
Is that not usual ? 

Mr. Wessenaver. I would like to take up your questions one at 
atime. With respect to the question of the Secretary of the Treasury, 
these bonds are not to be general obligations of the United States. 
Rather the revenues derived from the sale of power are pledged as 
their security. When you issue such a bond, the covenants that must 
be contained in such a bond are quite extensive. It seems to us the 
questions which have to be decided in making the pledges that are 
given are ones which the management of the system should make 
rather than someone not directly responsible for the operations. 
Therefore, the recommendations of the Tennessee Valley Authority 
was that the Secretary of the Treasury not have the authority to 
make the final determination as to the form and substance of the bonds. 

With respect to action by the Congress on any recommendation as 
to the issuance of bonds and the facilities to be provided by these 
bonds—the purposes for which facilities can be built, and therefore 
for which the bond funds can be used, are prescribed by the congres- 
sional directive contained in the TVA Act as well as in the proposed 
amendment. In the TVA Act the Congress has, I think quite wisely, 
delegated considerable responsibility to the TVA Board to carry out 
those on apes and, I think wisely, it has also not obscured that re- 
sponsibility or divided that. responsibility. 

This bill, in my view, would give another tool to the TVA manage- 
ment to carry out that responsibility, and it must be used only in 
relation to the purposes and the assignments which have been given 
to the TVA Board in the TVA Act. 

It was expressed in the TVA Act that the intent was to give this 
corporation the flexibility and tools comparable to that available to 
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business enterprises. So it seems to me that the question of the amount 
of capacity and where it is to be located, and the amount of funds re- 

uired, are management decisions. As long as the Board exercises 
that assignment with probity and in the direction indicated by the 
Congress it ought to be free to do so. 

I agree that the Congress should know what plans TVA has, and 
it should keep the Congress advised ; but I do not see that it is neces- 
sary that each TVA action have an affirmative eo by the Con- 
gress before TVA can proceed. Presumably if TVA was proposing 
to undertake — which the Congress felt were unwise or unde- 
sirable, it would have adequate time to take action to prevent it. 

Mr. Becker. Mr. Wessenauer, I hope we have more time to digest 
this bill and get information in respect to it. You talk about restric- 
tions and other acts like the TVA Act and other acts. However this 
bill, H. R. 3236, in section 15d (a) says on the first page, I remind 
you again: 

The Corporation is authorized, without regard to the provisions of section 
303 (a) of the act of December 6, 1945 * * * 

You eliminate restrictions there. Then on page 3 you eliminate the 
provisions of section 26 or any other provision of law. 

In other words, as you go through this bill you are eliminating 
restrictions of any other provisions of law. You are eliminating 
the safeguard that Congress cic ems f set up in the act. So why 
can we not continue those same safeguards? I am sure you are willing 


to abide by the decisions of Congress and you have trust and faith in 
Congress, just as you are asking us to have in you. Why not leave 


it to the wisdom of Congress as you have in the past? 

The gentleman from Alabama stated yesterday this was a creature 
of the legislative body of the United States, the Congress of the 
United States. Why take away from the Congress of the United 
States the restriction or the power to continue its supervision activity 
on behalf of the TVA as we have done so well in past years, just 
as the gentleman from Alabama enunciated so ably yesterday? Why 
change it today? 

Mr. Jones. Mr. Chairman, before you reply to that, Mr. Wessenauer 
I would like to say to the gentleman from New York that the act 
he refers to, the Government Corporation Control Act, which was 
passed in 1945, expressly exempts TVA power revenues from coming 
under it. This does not change the rule one iota and it continues 
just like it has been in the past. 

Mr. Becker. There is somewhere in here—and I am trying to find 
1t now—— 

Mr. Jones. What you have reference to is the comparison the Bu- 
reau of the Budget made in 1955 and circularized to certain Mem- 
bers of Congress and which has been recircularized later. 

Mr. Becker. I asked the gentleman a question and I wonder if he 
is prepared to answer it. 

Mr. Wessenaver. Let me see if I can try. I am trying to give 
this committee. as much information as I can about the PVA, its 
power system and its operations, and to give you my sincere views 
as ‘a manager of its power operations as to what is desirable to have 
in furthering its power operations. 
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Mr. Becker. I am accepting the gentleman’s testimony with all of 
that in mind and nothing else implied. : 

Mr. WessENAvER. I understand that, sir, and therefore if I dis- 
agree with you it may be because looking at it from my seat may 
be different from looking at it from yours. 

Mr. Becker. I understand that. 

Mr. WessENaver. Therefore, as I said a moment ago, I do not be- 
lieve we are asking in this bill for flexibility that is not desirable in 
the operation of the system, and I do not believe we are suggesting 
that the Congress give up the right it always has to control this agency. 

Mr. Brcxer. That is all. 

Mr. Somrru. Mr. Scudder. 

Mr. Scupper. Mr. Chairman, I am sorry I have not been here to 
hear the full testimony. I am not a member of this subcommittee, 
but I do like to keep as well versed as possible on legislation pending. 

A few years ago there was a very substantial amount of feeling 
that the Government should divest itself of a lot of these industries 
such as power, and many manufacturing concerns owned and operated 
by the Federal Government. Could not the TVA come up with some 
very definite offer to purchase the Tennessee Valley Authority in toto? 
I am sure the Federal Government would like to get it off its hands 
because it is a loosing venture for the Federal Government. 

Maybe we can get the money back into the Treasury, balance the 
budget, and pay off something on the national debt. By this time, 
I think you have weaned yourself and are able to operate pretty 
nicely. Could not the Authority come in with some proposal to 
purchase the project in toto and then go ahead and operate as any 
other business concern would? Has that been given any thought by 
you folks in that area? 

Mr. Wessenaver. Mr. Scudder may I comment in this way: I will 
take it up in two respects. First it seems to me this recommendation 
for financing future expansion of the power facilities required in 
the area through the issuance of revenue bonds is perhaps a step 
in that direction, because we would then be going to the money mar- 
kets to raise the money necessary to finance these expansions. ere- 
fore, that in itself would be a demonstration that it is a mature 
and going organization and it can finance itself. 

The second point I would like to mention is that over half the 

ower of the TVA system is now devoted to governmental purposes. 

o that would pose a real problem im finding someone to undertake 
that responsibility. It seems to me since the Government has already 
undertaken to dedicate so much of TV A’s output to the Federal Gov- 
ernment’s own use that it is unlikely it would find a way to divest 
itself of the TVA system. 

Mr. Scupprer. You would at least have a steady customer for taking 
a _— portion of your output. 

r. WesseNAvER. Let me put it this way: It is going for defense 
purposes. I hope the day will come when it will not be needed for 
that and we can use it for something else. But for the moment the 
load is pretty steady; you are right. 

Mr. Scupper. This proposal, however, would put the Government 
in the position of a second mortgagor, would it not, if you were sell- 
ing your bonds? 
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Mr. Wessenaver. The Government is the owner of this property 
and its equity in it would take a second position only in the sense 
that any businessman does when he borrows money. 

Mr. Scuppzr. At the present time we have a frst mortgage. 

Mr. Wessenaver. At the present time you own it all. 

_Mr. Scupper. And now if you borrow money you would have to 
give them the priority and the Federal Government would be a sec- 
ond mortgagor. 

Mr. Wessenaver. The owner would have to give the lender pri- 
ority,sir. Thatis correct. 

I got diverted from my story. Shall I resume that now, sir? 

Mr. Dempsey. Please. 

Mr. Wessenauer. We discussed the physical facilities. I thought 
it might be of interest to the committee if I described the area in 
which the power is utilized. The power is now distributed over an 
area of approximately 80,000 square miles. It is delineated on this 
map by this stippled line. You will notice that in places it extends 
beyond the drainage basin of the Tennessee and in other places 
there are parts of the drainage basin of the Tennessee area that are 
not receiving TV A power. 

Mr. Sraurrer. What was the original line? Has that been 
expanding ? ; 

r. Wessenaver. This line has remained more or less stable since 
1945. At that time we had the last major acquisition which involved 
some property in upper east Tennessee. The company operating in 
that area had an order from SEC to divest itself of those properties 
and the local communities in that area undertook to buy the distribu- 
tion facilities and TVA bought the generating and transmission 
facilities. 

Mr. McGrecor. When you refer to “this line” so that the record 
might be kept straight you are referring to the original line. 

Mr. Wessenaver. I am troubled, Mr. McGregor, by the use of 
the word “original.” The TVA Act provides that power made avail- 
able from these projects, or developed at these projects, should be 
made available to the people in the area located within transmission 
distance of a hydroelectric project. Within that possible boundary 
the actual area assumed this shape because the people of particular 
areas wanted to obtain TVA power and were willing to carry out 
the policies of the TVA Act in the distribution of that power. In 
short, the areas in which power was made available depended mainly 
upon the wishes and initiative of the local citizens. 

Mr. Sravurrer. Did you not state earlier it was 175 miles? 

Mr. Wessenaver. A part of the area in Mississippi for example, 
is about 175 miles from the nearest dam ; but you will notice at Gunters- 
ville Dam the area extends for only a short distance. 

As I say that came about through the way that the people of the 
area exercised the preference right expressed in the TVA Act. In 
most cases the communities had referenda to decide whether they 
wanted to enter into a TVA contract and were willing to acquire the 
distribution facilities either by construction or by purchase. It varied 
from one place to another in that right which they assumed. 

Obviously in some areas where the private companies were stimu- 
lated by the existence of TVA to do a better job, servicewise and rate- 
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wise, their customers and the people living in their areas were not 
disposed to request TVA power. fn other cases they did. 

$0 over a period of time from 1933 until 1939 that question was 
actively before the people of the region. By 1939 most of the present 
service area was receiving TVA power. As a matter of fact in 1939, 
in order to acquire the Cotétihoal wealth & Southern’s properties lo- 
cated in Tennessee and north Alabama and parts of Mississippi, we 
were before the Congress requesting authority to issue $61 million 
worth of bonds to acquire the generating and transmission facilities 
of that company. At the same time the local municipalities and coop- 
eratives were raising the money to buy the distribution facilities. 

At that time Congress approved an amendment to the TVA Act 
permitting the issuance of those bonds to make that acquisition, and 
substantially the present area became the area of TVA service. 

Later, in 1942, a company in Kentucky which had to divest itself of 
its properties found that the best price offered for its properties was 
from the municipalities and cooperatives in the TVA operating area 
and it sold out to them. 

Mr. ScuweEncet. Will the gentleman yield at this point? You said 
you came to Congress and got permission to do the specific thing, that 
is to issue bonds to buy this property. 

Mr. Wessenavuer. Yes. The question was not the right to buy the 
property but to issue bonds to buy. 

Mr. Scuwencet. What would be the matter, if you have things like 
that come up again, with having you come up to Congress Pp 
for that rather than have the authority issued in a general bill? 

Mr. Wessenaver. I think that is a question of basic policy which the 
Congress has to decide. I am trying to point out to you that this area 
of service has been stabilized for over 10 years. It has resulted from 
the actions taken some years before that. That is the way this area 
of 80,000 square miles became served with TVA power, and TVA 
became the sole supplier of power in that area. 

The area has a population of over 5 million people, and the distribu- 
tion functions are carried out by some 149 local agencies and 2 private 
companies. There are 98 municipalities which buy power from TVA 
at wholesale and distribute it to their citizens. There are 51 coopera- 
tives which do the same for their members. There are two small 
— companies which operate on a similar basis, getting power 

rom TVA and reselling it at TVA rates. 

Mr. Dempsey. We will not be able to hear any more testimony to- 
day, Mr. Wessenauer. We go into session in a few minutes. Perhaps 
you can submit your statement in the record. 

Mr. Becker. Mr. Chairman, yesterday in discussing the matter of 
taxes paid to State and local eudineition by private companies we were 
informed that the TVA pays in lieu of taxes. In my many years of 
legislative experience I know what “in lieu of” means. It is not the 
same rate that is charged to private utility companies or privately 
owned companies and taxpayers. I would like to read this in the 
record because I have ascertained this information and understand 
it is factual. 

The reports of TVA and its distributors show that in 1956, the TVA 
paid $4.1 million in lieu of State and local taxes, while the State and 
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local distributors of its power made like payments amounting to $6.9 
million. This totaled $11 million paid on a total power investment 
of nearly $2 billion, namely, $1,576 million TVA and $410 million 
State and local distributors. Percentagewise this was six-tenths of 
1 percent on the total investment. 

According to the Federal Power Commission, electric companies in 
1955 paid State and local taxes amounting to $625 million on a power 
investment valued at over $33 billion. Percentagewise this was 1.9 

reent, as against 0.6 of 1 percent for the TVA operation. 

If the TVA and its local distributors had paid State and local taxes 
at the same rate as the electric companies, their combined payments 
would have been closer to $38 million rather than the $11 million 
actually paid. 

I wanted to make that clear on the record, and it is a factual and 
bona fide statement. 

Mr. Jonzs. I do not want to take up the time of this committee now, 
but I want to make a statement following Mr. Becker’s statement, re- 
ae some of the figures that have been submitted on a comparative 

is. 

Mr. Dempsey. That will go in the record. 

Mr. Wessenaver. Mr. Chairman, may I at some time, comment on 
that? I intended in my testimony to discuss the question of taxes, 
and I will be glad for an opportunity to discuss it at a later time. 

Mr. Dempsey. We will adjourn until 10 a. m. Monday. 

(Whereupon, at 12: 05 p. m. the subcommittee recessed until 10 a, m., 
Monday, April 1, 1957.) 
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MONDAY, APRIL 1, 1957 


House or REPRESENTATIVES, 
ComMITTrEE ON Pustic Works, 
SUBCOMMITTEE ON FLoop ContTROL, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:10 a. m., 
in room 1302, New House Office Building, Hon. John J. Dempsey 
presiding. 

Mr. Dempsry. The subcommittee will come to order. 

We have with us this morning Congressman Baker, our colleague, 
who is going to make a short statement. 

We are happy to have you with us this morning, Mr. Baker. We 
knew you would be here at some time, but we did not know whether 
it would be this morning. 


STATEMENT OF HON. HOWARD H. BAKER, MEMBER OF CONGRESS 
FROM THE STATE OF TENNESSEE 


Mr. Baxer. Mr. Chairman and members of the committee, it is a 
pleasure to be with this committee that I enjoyed so much being a 
member of for 2 years. 

For the purpose of the record, I am Howard H. Baker, representing 
the Second Congressional District of Tennessee. 

Mr. Chairman, as you know, I represent the congressional district 
in which is located the headquarters of the Tennessee Valley Au- 
thority. I cannot impress upon you too strongly my firm conviction 
that it is absolutely essential to the future of the Tennessee Valley 
Authority and the seven-State area which it serves that a fair and 
workable financing bill be favorably reported by this committee and 
enacted by the Congress at this session. 

My understanding is that the Tennessee Valley Authority’s Board 
of Directors and the Bureau of the Budget agree that approximately 
$150 million a year should be spent by TVA for the next 5 years in 
order to bring its power-generating facilities up to the point where 
it can adequately serve its customers, just to keep even with the service 
rendered in adjoining and nearby areas. 

It is my considered judgment that if this expansion program does 
not get under way in the very near future, and if it is not carried out 
over a 5-year period, the TVA area will virtually be strangled indus- 
trially and economically. 

I am sure that this committee agrees with me that the Congress will 
not appropriate $150 million a year, or any sum near that, to the 
Tennessee Valley Authority for the next 5 years to expand its power- 
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generating facilities. President Eisenhower has repeatedly recom- 
mended to the Congress that TVA be permitted to issue revenue bonds 
to be sold on the open market and the proceeds used for this purpose. 
I strongly favor this method of financing. 

I respectfully recommend that this committee conduct full and com- 
prehensive hearings and report favorably a fair and workable financ- 
ing bill under which TVA can render the service required of it by basic 
law to the end that this great area of the United States may continue 
to live and may thrive and prosper. 

It is essential that TVA be permitted to retain sufficient working 
capital to function properly. 

After hearings have been conducted, I shall be glad to express my 
views further in connection with this proposed legislation if the com- 
mittee so desires. I assure you of my complete cooperation and again 
impress upon you the importance of enacting legislation on this subject 
at this session of the Congress. 

That completes my prepared statement, Mr. Chairman. 

Mr. Jones. Mr. Chairman, I want to congratulate the Member from 
Tennessee on his testimony. He has pointed out the great need for the 
Tennessee Valley Authority’s continuing its operation and construct- 
ing the additional generating capacity necessary to serve the people 
and the Federal installations in that area. 

As the gentleman points out, without the authority to issue bonds, 
there is a likelihood that there will be a curtailment of all of the eco- 
nomic advances that have been made in that area. 

I want to concur in what the gentleman has said and subscribe to 
the things he has stated. 

Mr. Demesey. Do I understand, Mr. Baker, I thought you said you 
needed $150 million a vear for a period of 5 years? 

Mr. Baxer. That is my understanding, gentlemen. 

Mr. Demesry. That was set forth in your statement here? 

Mr. Baxer. Yes, sir. 

Mr. Dempsey. Mr. Baldwin. 

Mr. Batpwin. I do not believe I have any questions. I think Mr. 
Baker presented his case very well for his district and his people. 

Mr. Dempsey. Thank you very much, Mr. Baker, for your excellent 
statement. 

Mr. Baxer. Thank you. very much, Mr. Chairman. 

Mr. Dempsey. Now, Mr. Wessenauer, if you will take the chair 
again we will be happy to hear from you. 


STATEMENT OF G. 0. WESSENAUER, MANAGER OF POWER; AC- 
COMPANIED BY R. A. KAMPMEIER, ASSISTANT MANAGER OF 
POWER; AND JAMES E. WATSON, DIRECTOR OF POWER UTILIZA- 

TION, TENNESSEE VALLEY AUTHORITY—Resumed 


Mr. Wessenaver. Last Friday I had an opportunity to describe for 
the committee the physical facilities which the Tennessee Valley Au- 
thority owns and operates in connection with its power program, and 
to indicate to you the area in which TVA power is made available in 
an area of approximately 80,000 square miles in parts of seven States. 

The TVA is responsible for the generation and transmission of the 
power, and the distribution of the power is through local agencies. 
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These local agencies take the power from TVA at wholesale at major 
substations and carry it over their distribution lines to the ultimate 
consumer, the number of which they serve being in the order of 
1,460,000 meters. 2G 2 ; 

These local agencies which perform this distribution work include 
98 municipalities, some of which operate only within their corporate 
limits and others which extend their service into greater areas, includ- 
ing whole counties in some instances. In tae is sold to 51 
rural electric cooperatives operating in the area. ere are two com- 
munities served by private companies which buy power at. wholesale 
from TVA and in turn distribute it at the TVA resale rates. 

About 28 percent of the total energy which TVA generates is dis- 
tributed by these local agencies. In addition, TVA serves directly 
from its transmission system about 25 industrial companies, most of 
which have very large loads and therefore require service directly 
from the transmission system. These industrial concerns utilize about 
16 percent of the energy which is generated by the TVA system. 

The third major category is represented by service to Federal estab- 
lishments located in the area, of which the major ones are the two in- 
stallations of the Atomic Energy Commission, one at Oak Ridge, 
Tenn., and the other at Paducah, Ky. 

There are also the Air Force wind tunnel project located at Tulla- 
homa, Tenn., and the Redstone Arsenal missile base at Huntsville, 
Ala., and some other Federal agencies. They take about 56 percent of 
the energy from the TVA system. 

Turning for a moment, if I may, to the distribution of power by the 
municipalities and cooperatives, I would like to discuss briefly the re- 
lationship between TV A and these local distribution agencies. 

The TVA Act requires that the power made avilable from these 
projects built with public funds shall be made available for wide dis- 
tribution in the area near to the projects. The act states that the 
power projects shall be considered primarily for the benefit of the peo- 
ple of the section as a whole, and particularly the domestic and rural 
consumers to whom power can economically be made available. 

The policy of widespread use of electricity through low rates might 
have been carried out by TVA distributing the power directly to the 
ultimate consumer, but the TVA Act, as written 2 the Congress, con- 
templated rather that local agencies would be used to the maximum 
possible extent. ‘Therefore it includes in its provisions preference to 
municipalities and local agencies and cooperatives. We have worked 
out the contractual relationships with these local agencies whereby 
these local agencies agree in the distribution of the power to carry out 
the policies expressed in the TVA Act. 

As a result, these contracts include the following provision: 


It is hereby recognized and declared that, pursuant to the obligations imposed 
by the Tennessee Valley Authorrity Act, municipality’s operation of a municipal 
electric distribution system and TVA’s wholesale service thereto are primarily 
for the benefit of the consumers of electricity through the development of the 
fullest and widest use of electricity at the lowest, possible cost. 


These same policies which are expressed in the TVA Act are also 
found in the statutes of the various States which have passed legisla- 
tion enabling municipalities and rural electric cooperatives to carry 
on electric operations in the particular States. 
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The agencies originally obtained TVA power and contracted with 
TVA, in eeey instances, only after the community, through local 
referenda, ha 

rrying out these policies as expressed in the contract. 

. JO 


passed on the issue and the people voted in favor of 


car 
NES. May I ask a question at this point, Mr. Chairman ? 

Mr. Dempsey. Mr. Jones. 

Mr. Jonzs. Mr. Wessenauer, in order for these municipalities to 
issue bonds for the purpose of securing the money to construct their 
own distribution system, is it necessary for the municipality to have 
Vo of the State legislature before any bonds are issued ? 

fr. Wessenaver. No, sir. The general enabling legislation of the 
States presumably provided that authority. 

Mr. Jones. The general authority of the State statute permits the 
municipalities to carry out that municipal function without direct 
approval from the various legislatures for each bond issue? 

Mr. Wessenaver. Without any subsequent approval of each indi- 
vidual issue. Yes, sir. 

Mr. Scuwencer. Will the gentleman yield? 

Mr. Jones. Yes, sir. 

Mr. Scuwence.. At this point I would like to ask if there are any 
laws passed by the legislature that the municipalities must meet 
before they can issue certain bonds to buy a distribution system ? 

Mr, Werssenaver. Each State has passed laws which authorize 
municipalities to operate electric systems, and they contain in it the 
general statements of policies similar to those in the TVA Act. That 
carries with it the authorization to issue revenue bonds for such 

urpose, 
. r. Scowencet. Do they have to meet certain requirements of law 
before those bonds can be issued ? 

Mr. Wessenaver. There are certain requirements of law, yes, sir. 
But of course the primary obligations stated in the bonds are the cove- 
nants which are made with the bond purchasers which go to coverage 
and interest rates, and things of that kind. 

Mr. Scuwencex. And there are certain limitations in laws passed 
by the legislature in connection with these public bodies ? 

Mr. Wessenaver. There is no limitation in amount, if that is what 
you have in mind. 

Mr. Scuwencex. Are there any limitations? 

Mr. Wessenaver. There are limitations dealing with the disposi- 
tion of revenues, and those are the same provisions in most cases as 
those which are contained in the TVA contract. I would like to 
describe that for you. 

For example, the TVA contract provides, in addition to the rate 
at which power is sold by TVA to the local agency, the rates at which 
the power is to be resold to the ultimate consumers. It provides that 
the operation of the system is to be primarily for the benefit of the 
consumers, or the members in the case of rural electric cooperatives. 
Therefore it contains provisions under which the local agency is to 
keep its accounts in accordance with the Federal Power Commission’s 
uniform system of accounts, so that there is a full record of the reve- 
nues, expenses and use of moneys. With respect to disposition of 
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revenues, since the contract is to be for the benefit of the consumer, 
it provides that the moneys may be used first for operating expenses, 
then to take care of debt service, and, thirdly, to make payments in 
lieu of taxes to the local taxing bodies. Then, for any funds available 
over and above that, they may be used either for investment in addi- 
tional plant, for more rapid retirement of the distributor’s indebted- 
ness, or they shall be used as a basis for a reduction in the rates to 
consumers. 

The arrangement, therefore, is that the funds of a municipal electric 
system, for example, are kept separate and apart from other municipal 
operations—the power operations charge for all services rendered for 
street lighting, or water pumping, and so forth—so that there is a 
regular business relationship between the electric operations and the 
city operations. 

‘The electric operations are permitted under the contract and under 
law to make payments in lieu of taxes to the municipality’s general 
fund on a basis which provides for the application of the going ad 
valorem tax rate to 100 percent of the value of the net physical 
plant. So that rather than having an assessment ratio of 40 to 50 per- 
cent, which is common in respect to many properties in these com- 
munities, in the case of the electric operations they take the full physi- 
cal values as shown on the books, ned then apply the going ad valorem 
rate, to determine the in-lieu-of-tax payments. Those payments go 
into the general city funds and are used as all general tax funds are 
utilized. 

In that way a definite relationship between the power distribution 
system and the city has been set up. After those payments, all the 
funds are devoted to providing a better and lower cost service to the 
consumer. 

Mr. Scuwencet. Let us go a little bit further. You would say that 
there are quite a few restrictions then that the State laws have im- 
posed on these communities ? 

Mr. Wessenaver. These restrictions I have been speaking of are the 
ones contained in the TVA contract with the municipality, 

What I wanted to say earlier, and perhaps I did not make it clear, 
was that the State governments have endorsed that arrangement in 
the State laws. 

Mr. Scuwenezt. Let us go one step further. Have they authority, 
after they vote these bond issues, to acquire other property outside the 
communities, or must they acquire property only stated in the propo- 
sition as presented to the people, and must they have obligations only 
over that area? 

Mr. Wessenaver. Well, the service area of the individual communi- 
ties is different. There are quite a number of municipalities which 
serve outside their corporate limits, and that service was arra 
through the purchase, in some cases, of existing facilities, and by the 
extension of rural lines into those areas. 

Mr. Scuwence.. But the people had to vote on that and approve 
it, if there is a bond issue involved, and there are some controls over 
it. In other words, the State does not allow X community to buy 
facilities or distribution plants, and so forth, and then, with the money 
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that you raise there that has been authorized by law, to go out 5 miles 
and buy another distribution system, which is a separate proposition ? 

Mr. Wessenaver. In the first place, Mr. Schwengel, in Tennessee, 
at least, the people do not vote on the individual bond issue. I think 
the authority is with the management of the system to issue bonds as 
they see fit in the operation of their system. 

_ Mr. Jones. At that point, may I ask this question: When bonds are 
issued, is it necessary to get legislative approval of those bond issues 
for the use of the utility ? 

Mr. Wessenavuer. No. 

Mr. Jones. That is all. 

Mr. Wessenaver. The distinction I am trying to make is that there 
have been State statutes saying that the municipalities can oper- 
ate an electric system—— ; 

Mr. Scuwencet. I understand that, but my point is this, and I want 
to draw a distinction: In this bill you asked for unlimited right to 
bond and get money. 

Mr. Wessenaver. That is the same as they have. 

Mr. Scuwencet. They have the same thing. And they can get more 
money than they need and acquire other properties without anybody’s 
permission, under law. 

Mr. Wessenaver. That is right. 

Mr. Scuwencet. All right. That is what I wanted to get at. 

Mr. Wessenaver. These local systems are managed by boards of di- 
rectors that are made up from citizens of the community. There are 

rhaps some 900 individuals who serve on these severa] boards. 

heir members consist of farmers, merchants, bankers, industrialists, 
Our last tabulation indicated 264 farmers, 189 merchants, 50 bankers, 
and 37 industrialists, just to give you some idea of the range of mem- 
bership of these various boards. 

The local distribution systems have invested approximately $500 
million in the building of distribution lines in order to carry the power 
from the substations at which TVA delivers the power to the local 
agency, to the individual homes and farms and business establishments 
within their particular areas. During the last fiscal year they pur- 
chased from TVA about 1514 billion kilowatt-hours; they served per- 
haps 5 million people who are dependent upon them for their service} 
akit they in turn look to TVA to provide the power supply with which 
to take care of the future needs of their consumers. 

Now, if I may, I would like to give you some idea of the growth in 
use of power since 1933. To facilitate that presentation I have a little 
chart here which I would like to use to give you a visual idea of the 
magnitude of that growth. I have divided this into three categories, 
namely, home and farm, commerce and industry, and the use by the 
Federal Government. 

In 1983, when TVA was created, the use of electricity in the homes 
and farms in the area TVA now oo was about 130 million kilo- 
watt-hours, representing service to about 225,000 consumers, having an 
average annual use of about 600 kilowatt-hours; 600 kilowatt hours’ 
annual use was about equal to the annual use figure for the United 
States as a whole. That is, the homes and farms that had electricity 
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were using about the same number of kilowatt hours per customer as 
the consumers of the nation as a whole. ‘There were, as I said 225,000 
residential and rural customers who used 130 million kilowatt-hours. 

In business and industry the use of electricity was 1,200 million kilo- 
watt-hours, representing service to about 50,000 users. 

That represented the power use in 1933 at the time TVA was estab- 
lished. It was at a time when there were a number of folks who were 
saying that there was an adequate amount of power in the Tennessee 
Valley region, and that they could not see where all of the power that 
TVA would bring into existence could be utilized. 

In the 23 years during which TVA has been building facilities and 
developing this market area and making power available, the use in 
the homes and farms of this same area has grown to 7.2 billion kilo~ 
watt-hours, or an increase of 56 times what it was in 1933. That 
came about through the bringing of abundant low-cost electricity 
to many more consumers than were served in 1933. 

I want to make sure that you understand that this figure I used for 
1933 represented the entire amount of electricity used in the service 
area which I delineated for you on Friday. Today there are 1,270,000 
home and farm consumers of electricity in this area. In 1933 only 3 
percent of the farms had electricity; now it is over 93 percent, and 
there has been, therefore, a large increase in the number of farm 
users—from about 15,000 to nearly 450,000 at the present time. 

Where the total home and farm use has grown about 56 times, the 
use on the farm has increased about 200 times, because there were so 
few farms served in 1933 and because their use was so low. The 
growth in use on the farms in this area is now to the point where it is 
nearly 2 billion kilowatt-hours per year. 

The other factor, in addition to the increase in number of users— 
and I might mention that when you increase the number of con- 
sumers from 225,000 to 1,270,000, not only have you extended service 
to several hundred thousand farmers not having electricity in 1933, 
but obviously there were some in the urban areas who did not have 
electricity—the other factor affecting this growth has been increased 
average use of electricity. Where the average customer used only 600 
kilowatt-hours in 1933, today, or during the last fiscal year, the average 
use was 5,800 kilowatt-hours per consumer. That figure is about 
double the national average. So you have the average use increasing 
about 10 times and the number of customers increasing about 5 times. 
From this you get some idea of what has brought about this large 
growth in use of electricity on the home and farm. 

Mr. Scuwencer. May I ask a question there? You say that is 
double the average use across America ? 

Mr. Wessenavenr. It is double the average use across America; yes, 
sir. The average use per home in the Tennessee Valley region is 
double the average use in the Nation. 

Mr. Scuwenceu. Do you have figures to show how that is broken 
down by States ? 

Mr. Wessenavuer. We can get it by States, Yes, sir. There are 
statistics published by States from which the average use can be 
ascertained, and I can get that and insert it. 
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Mr. Scuweneezt. I would like to have that for my personal use. 
(The table referred to follows :) 


Residential or domestic service, by States, calendar year 1955 


Kilowatt-hours 
per customer 


Mr. Batpwin, Will the gentleman yield? 

Mr. ScHweEnceEL. Yes. 

Mr. Batpwin. You mentioned this is double the average use across 
the country. Do you have any figures which would indicate what your 
rates are as compared to the average rates across the country for 
electricity ? 

Mr. Wessenaver. Yes. I have something on that, sir. 

Mr. Jones. Would the Federal Power Commission’s regular report 
make those figures available, Mr. Wessenauer ? 

Mr. Wessenaver. Yes. 1 have some of the data here. Of course 
you have to look at it for various quantities of use, but, for example, 
taking 250 kilowatt-hours per month, about the national average resi- 
dential use, the basic TVA rate is $5. The Federal Power Commis- 
sion’s figures show an average for the United States, in cities of 
2,500 or more, of $7.21. 

Mr. Batpwin. When you say the TVA rates you mentioned that the 
TVA sells to the individual municipalities. Are you referring to the 
rates to municipalities, or the rates that the consumer gets? 

Mr. Wessenaver. I did not make it clear, and I thank you. It is 
the rate which the local agencies charge their residential consumers. 

Mr. Batpwin. I see. 

Mr. Wessenaver. There are 92 of our distributors which sell power 
at $5 for 250 kilowatt-hours used. However, a number, because their 
operations have been so successful, financially and otherwise, have 
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been able to reduce their rates, so that 38 of them charge only $4.13 
and 21 charge only $3.50 for that quantity of electricity. 

For a monthly use of 500 kilowatt-hours, which is the average in 
our area, the average rates in the Nation would be $10.36; whereas 
the rate ranges from $6.90 to $5.10 from these various local agencies 
distributing TVA power. That gives you some idea of it. 

Mr. Batpwin. Thank you. 

Mr. WessenAver. Of course, the average use is built up by finding 
greater uses of electricity in the home and on the farm—refrigerators, 
ranges, water heaters, and many other appliances. On the farm water 
pumps are essential, in order to get water into the home, before you 
even think about putting in a water heater, for example, or an auto- 
matic washing machine. 

On the farm itself, of course, there are uses of electricity for many 
purposes, like milking. Water pumping is probably the first thing, 
after lights, that the farmer would like to have on his farm when he 
gets electricity, although we still have a long way to go in the Tennes- 
see Valley before all of our farms have running water. 

Mr. Smiru. Mr. Wessenauer, would there not be figures available 
to show the increase in the amount of farms that have running water 
in their homes, since electricity became available? Perhaps the in- 
crease is Sharper than the increase in the farms which were electrified. 

Mr. Wessenaver. I wish that were true, Mr. Smith, but actually, 
where we have increased the number of farms that have been electri- 
fied from 3 percent to 93 percent, so far only about 25 percent of them 
have a water pump. 

However, it is a very important thing because it means so much in 
making this electricity useful to the farmer. Twenty-five percent, I am 
told, was the figure about 3 or 4 years ago, and it is nearer 30 to 35 
percent at the present time, Mr. Smith. 

Now, going back to this chart, and turning to the increase in use in 
the other categories, use by commerce and industry increased from 
about 1,200 million kilowatt-hours to 16.2 billion kilowatt-hours, or 
an increase of about 13 times what it was in 1933. The rate of growth 
here, of course, has not been proportionately as rapid as the rate of 
growth in the residential and farm use. Much of this electricity goes 
to primary manufacturing in industries which are heavy users of 
electricity, such as the reduction of aluminum. Other metals, such as 
the ferro alloys, and chemicals such as phosphorus and carbide, are 
major users. 

As a matter of fact, aluminum takes 4.3 billion kilowatt-hours, and 
other metals take 2.1 billion; phosphorus takes 1.7 billion and other 
chemicals 2.2 billion. 

So you can see, much of this electricity is used in primey manu- 
facturing, making products which are carried elsewhere in the coun- 
try, where further manufacturing is done with them and to them. 

The increase in the number of customers in this category is about 
threefold, from 50,000 in 1933 to about 168,000 at the present time. 

The third category of use is represented by the use by the Federal 
Government. That reached 31.1 billion kilowatt-hours last year, an 
amount which, of course, overshadows all the rest. 

Mr. Scuwence. Before you go on, will you yield? 
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How does that figure of increase in usage in commerce and industry 
compare with the national figure ? 

. WesseNnaveR. The increase in the United States over that same 
period of time is about 6 times, whereas we have increased about 13 
times. The ratio of use by commerce and industry to home and farm 
use is about 2.3 in the Tennessee Valley, and that is also about the 
existing ratio in the country as a whole between the two categories. 

Mr. Scuwencet. Do you have figures to show the difference in cost 
of electricity to industry in that area, as compared to the rest of the 
United States? 

Mr. Wessenaver. Mr. Schwengel, there are some comparisons 
which I can get for you, but do not happen to have here, which are 
published by the Federal Power Commission in the reports which they 
issue annually, which show for certain sized loads what the rates are 
in the various parts of the country. For such loads the differences are 
very substantial. On the really large loads, however, differences in 
some cases are not very great. 

Mr. Scuwencet. Mr. Chairman, I would like to ask unanimous 
consent if he can get those figures that they be placed in the record 
at this point. 

Mr. Dempsey. Without objection. 

(The figures referred to are as follows:) 


Commercial and industrial use—Typical net monthly bilis, Jan. 1, 1956, cities of 
50,000 population and more 


Total United| Basic TVA 
tes 


States ! ral 
12 kilowatts to 1,500 kilowat-hours..._.....-.....--...-.-.....-...-----..---- $51. 95 $23. 50 
30 kilowatts to 6.000 kilowatt-hours... ....-.6.-2--24+---<15--~-.--+------ 160, 05 78. 00 
150 kilowatts to 30,000 kilowatt-hours.__..........-.-.---..--.---+--.--.------ 612. 00 360. 00 
300 kilowatts to 60,000 kilowatt-hours._...............-.-...-.-.-.-----.----- 1, 103. 00 650. 00 
1,000 kilowatts to 200,000 kilowatt-hours.--.........---.-.-----.-.-.-----.-.- 3, 204. 00 1, 810. 00 


1 Taken from Federal Power Commission Publication R-52, Typical Electric Bills—Cities of 50.000 
Population and More. 


Mr. Wessenaver. Turning to the third category, which is the use 
by the Federal Government itself, you will see that its use was about 
31 billion kilowatt hours. Of course, that is more than the sum of 
these other two. In other words, more than half of the energy which 
is produced by the Tennessee Valley Authority system goes to the 
Federal Government itself. 

I think that is one element that is sometimes not fully appreciated 
elsewhere in the country, that is, that so large a part of the TVA’s 
operations are for Federal establishments which I mentioned earlier. 
Of course, the principal Federal loads are those of the Atomic Energy 
Commission, 

Mr. Batpwin. Mr. Chairman, could I ask a question at that point? 

Mr. Dempesry. Mr. Baldwin. 

Mr. Batpwin. On your rates to the Federal Government, do you 
have a sliding-scale rate, so that the rates for the volume which the 
Federal Government gets are considerably lower than the rate 
charged to a small user, or how do you figure your rates to the Federal 
Government ? 
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Mr. Wessenaver. Yes, sir. The rate schedules are generally similar 
to the ones applicable to industrial consumers. An exception is that 
under the TVA Act no payments in lieu of taxes are made with respect 
to sales to the Federal Armee The rate schedules take the form 
of.a demand component and an energy component. In other words 
you pay one figure for the maximum use created on the system and 
then each kilowatt-hour carries a price. In the case of the Govern- 
ment loads, most of the power used is an around-the-clock load. So 
that, because of differences in size and in continuity of use, there is a 
difference in the average cost in the Federal category as contrasted 
to the industrial category. There is a difference in the average cost 
between the large user and the small user. 

Mr. Jones. Mr. Wessenauer, if the price of energy now being sold 
by the Tennessee Valley Authority to the Federal Government were 
to go up 1 mill, how much would that increase the cost to the taxpayers 
of the United States, or to the Federal Government ? 

Mr. Wessenaver. Well, 1 mill applied to this would be $31.1 
million. 

Mr. Jones. In other words, if it were to go up 1 mill, that is, the 
price of energy now being sold to the Federal Government, then there 
would be an annual increase in the cost of electricity, or the bill which 
the Federal Government would pay for the cost of electricity, by 
$31,100,000 ? 

Mr. Wessenaver. That is correct. 

Mr. Jones. If it were to go up 2 mills, the increase in the Federal 
Government’s electric bill would be $62.2 million ? 

Mr. Wessenaver. That is correct. 

Mr. Jones. If it were to go up 3 mills, then you would see an increase 
in cost of about $100 million. 

Do you think that is justification enough for the Tennessee Valley 
Authority to have corporate authority sufficient to make decisions to 
supply the energy required to meet the increased needs of the Federal 
Government promptly and economically. Do you not think that is a 
good business policy for the Authority ? 

Mr. Wessenaver, I think the important thing, Mr. Jones, is that 
whatever plan is worked out, it should provide the management with 
the opportunities to effect the maximum economies in its activities. 
For example, sometimes with the ability to place orders at a given 
time of the year you find you can do so at more favorable prices 
than would be the case at other times of the year. 

Mr. Jones. It is sometimes said by the critics of the Tennessee 
Valley Authority that the people of the area alone are getting a free 
ride from the taxpayers of this country. Do you not think that the 
taxpayers of this country are getting a pretty good deal with the ar- 
rangements they have made with the TVA to produce energy at the 
low cost at which the Federal Government has been able to acquire 
the power? 

Mr. Wessenaver. Yes, sir, I think that is one of the advantages, 
Mr. Jones, and I think that advantage is multiplied. I would like, if 
I may, to cite an illustration: TVA originally was asked to develo 
jointly with a private utility a proposal to supply power for the full 
load of the Atomic Energy Commission at Paducah, Ky. The utility 
decided it could not participate at as low a price as TVA. ‘So we 
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made a proposal to ly all that energy, at a figure, as I recall it 
around 3.6 mills Peale: Su sequent to that, one of the 
members of the Atomic Energy Commission sought a proposition 
from some private companies to supply power also for a part of the 
requirements there. Following that there was a proposal made by five 
companies who grouped together under the name of Electric Energy, 
Inc. They made a proposal by working out a special arrangement 
in their financing to enable them to supply power at about the same 
rates which TVA quoted. The precedent of that was the basis in turn, 
I believe, of the arrangements whereby the Federal Government 
obtains power for the large AEC plant located at Portsmouth, Ohio, 
where the rate is somewhat similar. 

I think that illustrates that the Government is benefiting not only 
on the 30 billion kilowatt-hours a year which are being supplied by 
TVA, but also on more than 20 billion killowatt-hours which are bein 
purchased annually from others. They had this basis to shoot at, an 
they came close toit. I think that is effecting substantial savings to the 
Federal Government, and on more than the 30 billion killowatt-hours 
which are supplied by the TVA. 

Mr. Dempsey. Have you put in the record your charge to the Federal 
Government per kilowatt-hour ? 

Mr. Wessenaver. No, but I can, sir. 

Mr. Dempsey. What is it ? 

Mr. WessEnaveEr. It is about 3.7 mills per kilowatt hour, under the 
long-term contracts. It varies between the two installations—Oak 
= ge and Paducah—and I will be glad to furnish figures for each 
place. 

Mr. Jonzs. Do you recall or do you know what the amount of tax 
amortization certificates that the company you just referred to ob- 
tained for the construction of that plant in aaa that is, Electric 
Energy, Inc. ? 

Mr. Wessenaver. No; I donot know that, Mr. Jones. 

Mr. Smrrn. Will a yield, Mr. Schwengel ? 

Mr. Scuwencex. I do not have the floor. 

Mr. Smirx. Mr. Wessenauer, could you give an estimate as to what 
the difference in cost would be for the power that has been used by the 
Federal Government that it ‘has received from the TVA since the 
Atomic Energy Commission program began down there, if the rate had 
been the average industrial rate over the entire country which they 
actually charge ? 

Mr. Wessenaver. That isa little difficult to give, Mr. Smith, because 
there are no loads of the magnitude of these loads except these particu- 
lar ones at Paducah, Oak Ridge, and Portsmouth. 

Mr. Smrru. Then suppose the power had had to be developed by a 
company which made a charge which was on the average of what is 
charged throughout the United States. I realize there is no industrial 
load that you can directly compare it to, but just in terms of total kilo- 
watt-hours used. ; 

Mr. Wessenaver. I would say, Mr. Smith, a differential of 1 to 2 
mills a kilowatt-hour would not be an unreasonable estimate and that 
would currently amount to abqut $50 million a year. Figured back 

over a period of years it would add up to something between $100 
million and $200 million, I am confident. 
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Mr. Scuweneet. Will the gentleman yield? 

That figure you are quoting does not take into consideration tne 
taxes that might be paid in the meantime by the private companies who 
would be furnishing that power if we did not have these facilities. Is 
that right ? 

Mr. WW mesiits oes I think you might want to take a look at the taxes 
that are being paid by those companies supplying those loads. 

Mr. Smirn. They would not be paying any taxes if they would not 
be making any profits. 

Mr. Scuwencer. That isa good point. 

Mr. Wessenaver. As a matter of fact, the taxes being paid are a 
very small percentage in the case of those particular types of loads, 
because the margin figures are so small. 

Mr. Smrru. Mr. Wessenauer, do you have any idea with respect to 
this? Suppose, in relation to what we call the profits of the Tennessee 
Valley Authority in their operation of it over this period they were 
taxed by the Federal Government. Do you have any idea or estimate 
as to what taxes we would have had ? 

: Jon Wessenaver. I am not sure I know how to get at that, Mr. 
Smith. 

Mr. Dempsey. I assume Mr. Smith wants to know what you have 
left over. 

Mr. WesseNAvER. Suppose I go through the operating statement 
with you and we can come to that question. 

Mr. Smirxu. While you are covering these figures, I hope all of these 
figures you have to supply do not make it necessary to have to raise 
your rates in order to pay for the extra clerical help down there which 
will be necessary. However, let us suppose this: I would like to make 
a comparison of any tax loss with the tax loss that has been volun- 
tarily accepted by the Federal Government in relation to the other 
utilities that are in the area which have received tax amortization 
certificates. 

Mr. Wessenaver. I can take a moment to discuss taxes, if you would 
like. There are, of course, two kinds of taxes. One is the local and 
State taxes and the other is the Federal taxes. Let me take a moment 
to discuss first the local and State taxes. 

When we look at the TVA power system we must recognize that TVA 
is essentially a wholesaler of power, and that the distribution opera- 
tions are carried on by local agencies. If we look at the amount of 
taxes, that is, the amount in lieu of taxes paid by TVA in a given year, 
and add to it the payments in lieu of taxes by the local distribution 
agencies, and look at the total in relationship to the gross revenues de- 
rived from the sale of power to the consumers of the region, we get this 
sort of a picture. 

In 1956 TVA paid $4,148,000 in lieu of taxes to the States and 
counties in its service area. 

Mr. Dempsry. Would you repeat that ? 

Mr. WessenavuEr. $4,148,000. 

Mr. Scrrwence. What year was that? 

Mr. Wassenaver. 1956. 

That amount is determined in this way: Section 13 of the TVA Act 
prescribes the method of determining in-lieu-of-tax payments. Essen- 
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tially it is that we pay 5 percent of the gross revenues derived from the 
sale of power to all of TV A’s customers except the Federal Govern- 
ment. In other words, there is no payment made to States and local — 
agencies as a result of the business that TVA does with the Federal 
Government, but there is on sales to all other groups. The money is 
divided among the States and counties in accordance with a formula 
Congress prescribed in section 13. 

In addition, the municipalities under their contract make in-lieu-of- 
tax payments to the municipalities’ general fund and in a number of 
cases, they also make payments to the county governments. Whether 
they do the latter or not is a question of local determination between 
the county and city governments. 

The cooperatives in Tennessee, Kentucky, Virginia, and Alabama, 
I believe, are subject to State taxes assessed by the public service com- 
mission. In Mississippi, Georgia, and North Carolina the State law 
exempts the cooperatives from local taxes, but most of our cooperatives 
are located in the other States. Put together, municipalities and co- 
operatives in fiscal year 1956 paid a total of $6,910,000 to State and 
local taxing units, so that the total amount paid by TVA and dis- 
tributors was $11,058,000. 

Mr. Scuwencet. At this point I would like to ask this question: 
What is the population served by this group that pays this amount? 

Mr. Wessenaver. About 5 million people. 

Mr. ScHwenceEL. Five million people ? 

Mr. Wessenaver. That is right. 

I would like to state that figure as a percent of gross revenues, which 
is a common way to relate it. The $11 million represents 6.1 percent 
of the consolidated revenues received by the distributors and TVA 
(except from Federal agencies). In other words, it is the amount paid 
by the ultimate consumers either directly to TVA or directly to the 
municipalities and cooperatives. So the taxes I am expressing now are 
in terms of what percent of the power bills went for local and State 
taxes. 

Mr. Scuwencet. That is just on the group that had to do with com- 
merce and industry and home and farm ? 

Mr. Wessenaver. That is right. 

Mr. Scuwencex. And you are cutting out the 31 million for the 
Federal Government. 

Mr. Wessenaver. That is right. 

Mr. Scuwenece. All right. 

Mr. Wessenaver. How does 6.1 percent compare with taxes being 
paid elsewhere in the country? The overall average as indicated by all 
private utilities in the United States for the calendar year 1955 was 
9 percent, but if we look at individual companies—and, of course, 
State and local taxes vary widely from one community to another, 
and it depends in part on whether the property is located in highly 
urban areas or out in rural and less populous areas where tax rates 
may be quite different—it varies with many circumstances, including 
the policies of a given community or a given State with respect to taxes, 
just as the taxes applied to your home might be different from those 
applied to mine. 

o I think it might be of some value to compare the figures with 
companies operating in the same general vicinity. 
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We find there are 12 companies serving areas adjacent to the Ten- 
nessee Valley Authority, which range in their payments from 4.4 per- 
cent of gross to as high as 11 percent of gross. So you can see that the 
6.1 percent paid in the Tennessee Valley area in relation to gross 
revenues is within that range. 

Mr. Batpwin. May I ask a question? You are just referring to 
State and local taxes and not to the amount those companies are paying 
to the Federal Government in the way of income taxes? 

Mr. Wessenaver. I am speaking only about payments to State and 
local governments at the moment. 

The next question that might be asked, and often is asked, is what 
would have been the taxes collected in this area if the private com- 

anies had continued to operate, instead of TVA and the local agencies 

uying their facilities in the area? Of course, that is harder to an- 
swer with any assurance because we do not know what their policies 
would have been and what would have been the growth and develop- 
ment under those circumstances. I have tried to make a comparison 
in this way: How has the growth in payments in this area compared 
with the rate of growth in payments of the United States as a whole. 
The comparison looks quite favorable. 

In 1937, the last full year before the major transfers of property 
from the former owners to the present owners took place, in that year 
the State and local taxes paid on all electric operations in this same 
area totaled $3,350,000. Today the amount has grown by 230 percent; 
that is, it is 3.3 times as much as it was in 1937. 

Now, what happened in the Nation? In the same time in the Nation 
State and local taxes collected from electric utility operations in- 
creased from $207 million in 1937 to $625 million in 1955, or an increase 
of only 200 percent, or to 3 times as much as in 1937. 

The point I am making is that the rate of increase of payments to 
State and local government from electric operations in this area has 
grown faster than it has in the Nation as a whole. I am just giving 
it to you as an indication as to why that does not appear to be a prob- 
lem with respect to this area. 

Mr. ScuweEncev. I would like to ask a question here. This has not 
grown percentagewise to the amount of electricity used in that area, 
has it ? 

Mr. Wessenavuer. No; it has not. I do not have that comparison, 
but per kilowatt-hour it has not grown as much, obviously. 

The question really is, have the local and State taxing units been 
suffering by comparison to what has happened elsewhere in the coun- 
try, and I submit that the rate of growth in tax payments here was—— 

Mr. Dempsey. You were just starting to build down there in 1937, 
were you not? 

Mr. Wessenaver.. We started in 1933, but we really had not gotten 
any substantial plant until about that time. 

Mr. Dempsey. I was there in 1935, and I remember very well the 
eg ment there. 

ESSENAUER. Yes, sir. 

Mr. Dempsey. You were just really starting at that time, and you 
were starting when we were in the depths of depression. 

Mr. Wessenaver. Yes, sir. 
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Mr. Dempsry. The situation then as compared to now would not 
mean very much. 

Mr. Wessenaver. Perhaps I did not make clear that the 1937 figure 
covered all the taxes paid by the private companies located there at 
that time and not just those that the TVA paid at that time. I am 
using the total amount collected by local and State agencies irre- 
spective of whether it was from TVA, local agencies or private com- 
panies, and showing that the growth to the present time has been 3.3 
times, whereas in the Nation the growth was only 3 times. 

Turning to Federal taxes, the first point I would make is, of course, 
that all of the earnings of the Tennessee Valley Authority system be- 
long to the Federal Government. You have a problem here of com- 
paring the amounts that the Federal Government may receive from 
an enterprise which has a different assignment from that which the 
private companies have. In other words, it seems to me that the 
charter which TV A was given was to operate on the basis of promoting 
widespread use of electricity, to show what could happen if electricity 
was kept at low cost; and its performance is measured by the extent 
to which at meets that goal. 

The private companies, on the other hand, have a charter, in effect, 
that says they are permitted to earn some 6 percent on their invest- 
ment, after taxes—after Federal taxes. 

Mr. Scuwenceu. After all taxes, is it not? 

Mr. Wessenaver. Afteralltaxes. Yes, sir. 

Mr. Jongs. Just a minute. That might be true as far as taxes are 
concerned, except that the tax amortization certificates are not con- 
sidered for ratemaking purposes, are they, Mr. Wessenauer ? 

Mr. Wessenaurr. [ Shstiovs most commissions assume that the 
amortization certificates are for the benefit of the stockholder and not 
the ratepayer. That is right. 

Mr. Jongs. Thatis right. 

Mr. WEssSENAUER. Quite frequently income taxes are contrasted to 
gross revenues. I think the statement is made quite often that utilities 
—— pay about 14 percent of their gross revenues in income taxes. 

hat is only a very broad measurement because obviously they are 
assessed not on a basis of gross revenues but on the net income. From 
net operating income you deduct the interest paid on any borrowings, 
and then apply a factor of roughly 52 percent to the net income. 

So income taxes obviously will vary depending on the degree of 
earnings of the individual company. If you look at the individual 
companies you find a considerable range of income tax payments in 
relationship to the gross revenues that the company may have. Those 
which operate with a smaller margin of profit will pay a smaller 
percentage of gross revenues than others. 

Looking at the TVA operations for a moment, we are operating on 
the basis of providing a return on the total investment in the power 
system of about 4 percent. The last fiscal year that was about $54 
million, I think is the figure. 

Mr. Batpwin. When you mention you are operating on the basis of 
providing a return on the investment of about 4 percent, under the 
existing laws and regulations you are paying the Federal Government 
up to now on the basis of making complete repayment of a portion of 
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the Federal contribution applicable to power over a period of what 
number of years? 

Mr. WessenavEr. Forty years. 

Mr. Batpwin. That would be 244 percent a year. Now why, as a 
matter of curiosity, is the bill that is now before us drawn on the basis 
that. those payments on principal will no longer be made? 

Mr. Wessenaver. It was drawn on this basis, sir: That the Federal 
Government is the owner of these facilities. If you are borrowing 
money through the issuance of revenue bonds the owner should have 
a substantial equity in the business in order to secure for itself the 
most favorable interest rate it can obtain on these borrowings through 
the issuance of revenue bonds. As long as the system or the property 
is a growing one it seemed more logical to me and to others that the 
owner would not be withdrawing his capital but rather he would be 
adding to it. 

We are expecting that there would not be much added to it in the way 
of additional appropriations, which would be one way of adding to 
the owner’s equity, but rather most of the capital would be derived 
from the issuance of revenue bonds. 

Mr. Batpwin. Have you given any thought to the position you may 
be putting the Federal Congress in as compared to other power proj- 
ects in the United States? There are other power and flood control 
projects where we have entered into contracts with local agencies for 
a repayment over 40 years of the capital investment applicable to 
power. Have you given any thought to the position you may be put- 
ting this committee and this Congress in if we here, with respect to 
the TVA project, cancel any further payments of principal and then 
leave all of the other combination power and flood control projects 
continuing to make repayments of principal ? 

Have you given any thought as to where you leave us if we make 
this one exception ? 

Mr. Wessenaver. I cannot speak with respect to the effect it will 
have on all of the other projects, sir, but we are trying to present to 
the committee our views as to what we think is a reasonable and logical 
basis for the operation of a power system. It may be what we are 
suggesting here should be equally applicable to other projects. We are 
saying in this bill that the investment that has been made through the 
issuance and making of appropriations shall be kept intact or, if the 
property depreciates and we do not use money to replace those de- 
preciated facilities then money will be paid back, so that always the 
amount represented by appropriations will have physical value 
behind it. That would be the equity which the Federal Government 
has in the system through the years. 

There is one section of the bill which provides that power pro- 
ceeds at least equal to depreciation accruals must be invested in new 
power assets or used to reduce the appropriation investment on out- 
standing bonds, so that all along the amount of unpaid appropriations 
is at least equalled by physical value of the plant. 

Looked at this way, this is not too different in principle or in effect 
from the rules pertaining to other Federal prose, Note that this 
is not a static project. If it were—if you had one project with no 
need to grow, then obviously as the plant grew older and depreciated 
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and your revenues came in there would be no use for the revenues 
except to reduce the indebtedness or equity which has been previously — 
advanced. But with a growing system, if the required additional 
capital is borrowed the percentage of the total investment that is 
represented by appropriations will go down even if there were no 
repayments at all. It would hardly make sense, in order to accelerate 
that process to borrow more money in order to pay back appropriations. 

Mr. Batpwrn. I was just interested in getting your views on the 
point. 

Mr. Grorcr. Is not part of your problem cash at this time, because 
Congress repeatedly refused to appropriate money to expand the 
facility and this is another way of expanding it or keeping it going? 

Mr. Wessenaver. I would like to say this, Mr. George. 1 think 
Congress appropriated money in the past, substantially, when it has 
been requested. However, the point has now been reached where 
on the one hand there are so many other requirements and demands 
for appropriations, and on the other hand it is now feasible for this 
operation to raise money through the issuance of revenue bonds. It 
has now matured, and we think it has an earnings record which would 
demonstrate to possible bond purchasers that its bonds would: be a 
good investment for them. 

Mr. Grorce. There have been numerous requests for appropriations 
that the Congress has turned down, for steam plants, at one time or 
another. 

Mr. Wessenaver. There have been amendments offered from the 
floor to provide for the building of certain steam plants, which were 
voted down; that is correct. 

Mr. Grorce. Do you think that this system that you have in the 
Tennessee Valley Authority, in order to equalize the industrial ex- 
pansion opportunities throughout the United States should be ex- 
panded to cover our whole country ? 

Mr. Wessenaver. No; I am not suggesting that the TVA be adopted 
for the whole country, Mr. George. 

Mr. Grorcr. You do not pay the 52 percent income tax to the Federal 
Government upon earnings as other corporations do, do you ? 

ai Smarn. Does any other Federal Government corporation pay 
it 

Mr. Wessenaver. The point I started to make on taxes, Mr. George, 
is this: That the earnings of the system are about 4 percent. The cost 
of money borrowed by the Federal Government was about 2 percent 
when these facilities were built. So that the remaining 2 percent 
represents net income after interest if you want to call it that. That 
full 2 percent belongs to the Federal Government. Not 52 percent 
of it, but all of it. 

Mr. Grorcr. Have they been getting all of it in addition to the 
2 percent each year ? 

Mr. Wessenaver. Yes, sir; directly or ety Some of it has 
been paid into the Treasury, The rest of it has been reinvested in 


the property there in lieu of appropriations being made for those 
additional facilities. So the Federal Government has it either in 
cash or in physical plant, the latter earning 4 percent a year. 

Mr. Grorce. Then why should we not own a physical plant through- 
out the United States so that we can have special rates for industrial 
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development all throughout the United States? I am not advocating 
that myself but I am asking you that question. 

Mr. Wessenaver. I am not advocating it either, sir. 

Mr. Grorcr. Every area of the.United States is actively interested 
in expanding their industrial capacity within their own State. What 
I am concerned about is, if we in our State cannot compete with an 
intolerable situation as far as rates are concerned because there are 
certain inequalities between the groups supplying power for indus- 
trial expansion. 

Mr. Wrssenaver. Is it not true that regional inequalities are found 
with respect to many commodities? The cost factors vary widely 
from one part of the country to another. For example, the price of 
coal is much higher in the New England area than in West Virginia. 
There is a differential in industrial costs that results from that. The 
location of the raw materials used in any given manufacturing plant 
are reflected by way of transportation in the cost of finished products. 
I really have not found where power rates, per se, except in certain 
few industries, are much of a factor in the location of the industry. 
But I do say that lack of an adequate supply of power is a deterrent 
in any area, whoever services it. 

Mr. Grorcz. We have doubled the power capacity of the two plants 
in my area in the last 4 or 5 years. We have doubled the capacity 
of both plants. They are privately owned plants and our rates are 
not excessive. I am not fussing about that. What we are concerned 
about at home is this: I come from a coal-mining area in Kansas, 
which is something a lot of people do not know that we have in Kansas, 
We have had a lot of unemployment in our area and have been unable 
to get any Government facilities in our area. We have helped to 
finance this whole industrial expansion that has taken place in the 
Tennessee Valley. 

I am wondering what we are going to have to do to help to take 
care of our unemployed in my section of the State where the situa- 
tion is especially bad. I am thinking if we are going to continue to 
cause a big industrial expansion in the Pacific Northwest with the 
type of program we have and to continue industrial expansion in 
the Tennessee Valley, then how are the other sections of the United 
States to be expected to get aluminum plants to locate in their areas 
and related industrial developments which have to have cheap power 

Mr. Wessenaver. Let us take, for example, Mr. George—— 

Mr. Jonzs. I would like to make an observation on the statement 
that the gentleman from Kansas just made. I think there is no ques- 
tion about the fact that the Congress of the United States resolved 
that question in the James Polk administration when there was a 
Congressman here by the name of Abraham Lincoln. One of the great 
speeches he made as a Member of the House of Representatives was 
against the veto message of President Polk on a bill making funds 
coe for navigation work to be performed on the Mississippi 

viver. 

He cited as an example of the justification for the need of that 
work and why there was a need for a Federal investment in naviga- 
tion work on the Mississippi River that people way off. in. Detroit or 
some other area might enjoy a lower cost by reducing the navigation 
costs which would reduce the transportation costs. So there is that 
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interdependence, and that is why we spend Federal effort and Federal 
assets to improve trade and commerce and thus raise the economic 
standards of the people of the entire country. 

Of course, I can well remember, since I have been a Member of 
Congress, when we had a great catastrophe in the State of Kansas. 
The Federal Government made an appropriation of $35 million for 
its relief. That was for relief purposes alone, to assist the devastated 
area Out there. It was done out of the kindness and of our 
hearts because we felt it was something in which the Federal Govern- 
ment should play a part. I am _ sure my people had no objection 
to the use of Federal tax funds for that purpose. Neither do I think 
my le would make any objection to the construction of Tuttle 
C m, although it would not directly affect the people of north 
Alabama who are the taxpayers I represent. 

However, I think it would add to the national investment in capital 
improvements which are made so that the people can be saved from 
a recurrence of the devastating flood which took place there in 1951. 

So I am not going to be apprehensive about the future development 
of the great State of Kansas, which I hope to see prosper. I hope that 
I can help to see that the people of Mr. George’s area, where he com- 
plains that they do not have industries and sufficient employment, can 
use the good offices of the Congress of the United States in order to 
help them improve their situation. 

I want to say I will be the first to solicit help to we him in 
that endeavor, use we in the Tennessee Valley are deeply appre- 
ciative of what the people of the Nation have done for us. We are so 
grateful that we have been determined to do a good job in the TVA 
area in order to do honor to the good judgment of the Con of 
the United States and the willingness of the American people to see 
that an economically depressed area was given the tools to permit 
it to contribute a larger share in the growing economy of the nation. 

Iamsorry I got into making a speech. 

Mr. Byrne. I thought the theme now was to cut the budget. Is 
that not the theme ? 

Mr. Gerorce. I think I should answer Mr. Jones off the record. 

(Discussion off the record.) 

Mr. Demrsey. Mr. George, will you proceed. 

Mr. Grorer. Basically I think what concerns the Congress of the 
United States is that they do not want to do something in a certain 
given area that will work to the detriment of the other States in the 
way of their industrial development. If you can ever sell Con 
on the idea that we can expand this plan through 6 or 7 States and you 
will not harm any other States, then you can get the support of the 
Con , but you have not been able to do that in the past. 

Mr. Wessenaver. Of course, one of the things this bill would do 
is to provide that the future money would be raised in the mone 
markets rather than through appropriations, and that is the point 
was trying to make earlier. Pe 

Mr. Grorce. I am certainly for that type of program. I think it 
should have been done that way to start with. Had it been raised 
in the money markets to begin with you would have been on the same 
basis with private industry in creating their plant expansion. 
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Mr. Byrne. Mr. Chairman, may I ask the gentleman a question? 

Mr. Dempsey. Yes. 

Mr. Byrne. Mr. Wessenauer, you referred to the fact that the 
Federal Government is the owner of the property and has a substan- 
tial equity in it, and that all of the earnings, of course, belong to 
the Federal Government. Can you tell me in round figures how much 
the Federal Government put into it since its creation, if you can do 
that without going to too much trouble? 

Mr. Wessenavuer. Yes, sir. 

Mr. Byrne. How many millions or billions of dollars? 

Mr. WessEenaveEr. I had intended to come to that at about this time 
and I will start on it now. It might be well if the committee has 
before it copies of the TVA financial statements. I would like to 
refer to a page in it that will give the figure you are seeking. 

Mr. Byrne. Can you tell me how much we have appropriated ? 

Mr. Wessenaver. With respect to the power program? 

Mr. Byrnez. Yes. 

Mr. Wessenavuer. The amount of appropriations for power to date 
have been $1,345 million. 

Mr. Byrne. In addition to the power program there is what? 

Mr. Wessenauer. In addition to the power program there is— 
I will put it the other way. The total is $1,932 million. 

Mr. Byrne. In other words, we have appropriated about $2 billion 
since 1933. Is that correct ? 

Mr. WessenauEr. Yes, sir. 

Mr. Byrne. Under this proposed legislation you are asking for 
unlimited power to issue bonds in any one year or series of years. 
Is that correct ? 

Mr. Wessenavenr. Insofar as the operation of the power system is 
concerned. Yes, sir. 

Mr. Byrne. As I understood your testimony last week for some 
reason you are reluctant to come to Congress for any additional or for 
ace ys projects. Is that correct? 

Mr. Wessenaver. I said we would be disclosing to Congress our 
plans and there would be no reluctance about that. 

Mr. Byrne. Under the laws that exist now. 

Mr. Wessenaver. Or under the revision. 

Mr. Byrne. In other words, if this proposed bill is enacted into 
law you would still come to Congress and seek permission for the 
expending of money? 

Mr. Wessenaver. No. That is different. I said that this law would 
give the authorization for the issuance of revenue bonds for the pur- 
poses set out in the TVA Act. Full disclosure would be made of the 
plans which the TVA had in mind each year. It would not require 
an affirmative action of Congress for TV A to proceed. 

Mr. Byrne. In other words, if you have a bond issue, whether it be 
a half a billion dollars, or any other such amount, and this bill were 
passed, you would not have to seek the authority of Congress to 
spend that money, would you? 

Mr. Wessenaver. No further authority. 

Mr. Byrne. No further authority than what? 
aa Wessenaver. Than would be granted in this bill and in the 

TA Act. 
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Mr. Byrne. In other words, in the area served by TVA now if you 
saw fit to purchase some property that the Congress might not ap- 
prove of, you would have idl cutbontn to act and go ahead ? 

Mr. WessenAver. Yes, but not before Congress could act to pre- 
vent it. 

Mr. Byrne. Act in what way? 

Mr. Wessenaver. I am visualizing, Mr. Byrne, the budget program 
as submitted at the first of each year, that it would contain the plans 
of the TVA with respect to an estimate of what it expected to-do in 
the subsequent fiscal year. That information would be before the 
Congress before the fiscal year came. 

Mr. Byrne. As I understood your answer to the questions of Mr. 


Jones awhile ago, from time to time you have situations develop. 


where it is inconvenient to come to Congress and ask for the authoriza- 

tion to spend money. Did I interpret your answer correctly or not? 
Mr. Wessenaver. I was illustrating this point: The estimate we 

submit of our program for any given fiscal year after all is an esti- 


mate, It is the best judgment of the agency as to what it has to. 


do in that coming year. Circumstances can. develop after a period 
of time within that year where you have to make adjustments. to it. 
The point I was trying to make there was that some circumstances 
might indicate it would be desirable to make those adjustments, and 
you would make them. 

Mr. Byrne. From time to time in the past you have come before 
Congress and sought the permission to develop certain projects, and 
you have been turned down, have you not? Yes or no. 

Mr. Wessenaver. There have been some cases, I think, but not 
many. 

Mr. Byrne. Some. . If this particular legislation were passed, that 
situation would be changed, would it not ? 

Mr.. Wessenaver. In what respect? 

Mr. Byrne. You would not have to come to Congress and ask for 
such approval, would you? 

Mr. ect. No, sir. 

Mr. Byrne. In your opinion that would be an improvement as far 
as the operation of the TVA is concerned. Is that right? 

Mr. Wessenaver. Yes. I think it would be a delegation to the 
management of the TVA that would be desirable. 

Mr. Byrne. If this new capitalization you speak of in this proposed 
legislation, if granted, changed the procedure or method in the years 
that are to come, do you not think that the top structure of the 
capitalization might get to be topheavy, such as private business got 
on other occasions in the past! 

Mr. Wessenaver. How do you mean, topheavy? 

Mr. Byrne, Overcapitalization. 

Mr. Wessenaver. No, sir. The bill would prevent that. 

Mr. Byrne. You do not think it would? 

Mr. Wessenaver. No, sir. It would prevent that from happening. 
That is what I want to make clear. 

Mr. Byrne. It would prevent that from happening? 

Mr. WEssENAUER. Yes. 

Mr. Byrne. In other words, with unlimited authority to issue bonds 
you cannot visualize any situation where you would be over- 
capitalized ? 
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Mr. Wessenaver. No, sir. 

Mr. Byrne. You cannot? You are an engineer by profession, are 
you ¢ 
’ Mr. WessENAUER. Yes, sir. 

Mr. Byrne. Who decides in the TVA on what new projects are to 
be purchased or built 

Mr. Wessenavrr. The TVA Board decides that. 

Mr. Byrne. Who acts in an advisory capacity, if any, to the TVA 
Board ? 

Mr. Wessenaver. Its staff. The Board would rely upon its staff 
for technical information. 

Mr. Byrne. Does that include you? 

Mr. Wessenaver. Yes, sir. 

Mr. Byrne. And you, as manager, have been there back almost to 
the creation of the Tennessee Valley Authority ? 

Mr. WessenaAveEr. I have been there since the fall of 1935. 

Mr. Byrne. Is there a group of a board of 3, or 5, or more, that 
determines what new progeets should be started ¢ 

Mr. Wessenaver. The TVA Board consists of three members. 

Mr. Byrne. Are they the ones who have authority to decide what 
new projects should be started or recommended ¢ 

Mr. Wessenavuer, Yes, sir. 

Mr. Byrne. Who are they? 

Mr. Wessenaver. The chairman is Gen. H. D. Vogel. He and 
Dr. Harry A. Curtis and Dr. Raymond R. Paty make up the three 
Board members. 

Mr. Byrne. Where do they come from and where do they reside ? 

Mr. Wessenavurr. Presently they reside at Knoxville. General 
Vogel was a member of the Corps of Engineers for 30 years, I be- 
lieve. Dr. Curtis is a chemical engineer by profession and served with 
TVA back in the early days. Subsequently he was with the Univer- 
sity of Missouri. Dr. Paty’s background is in the education field. 

Mr. Byrne. Do they serve for specific terms? 

Mr. WessenaveEr. Yes, sir. They are appointed by the President 
and confirmed by the Senate for terms of 9 years. The terms are 
staggered so that one term expires each 3 years. 

Mr. Byrne. What reason is there for changing the law to such an 
extent that the TVA should not continue to seek authority from 
the Congress of the United States for any contemplated new projects, 
or projects that they desire to purchase? 

Mr. Wressenaver. The reasons are these, as I stated Friday: That 
the TVA Board has been given the responsibility to carry out a 
certain assignment. This would be a delegation to the TVA Board 
as a means of carrying out that assignment. All their actions would 
have to be in accord with the assignment given in the law by Con- 
gress, and they could use this delegation only for that purpose. It 
provides a flexibility in management which I think is a desirable 
one to have. 

Mr. Byrne. Would not a group such as that be capable of mistakes 
that the country as a whole might suffer from? 

Mr. WessenAveER. All people are human, of course, and they may 
make mistakes. The fact that there is more than one member of the 
Board tends to mitigate that possibility. Certainly if they made 
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serious mistakes they ought to be held accountable for them, and they 
would be. 

Mr. Byrne. And in dealing with power they might get drunk with 
power. Isthatnottrue? Isitnot? 

Mr. Wessenaver. I would not think so. 

Mr. Byrne. You do not think so? 

Mr. Wessenaver. No, sir. 

Mr. Byrne. Is there not the human element involved in a group 
such as you described, or any group, whether it be Insull, or some- 
one else ¢ 

Mr. Wessenaver. Certainly there is a human element, sir, but you 
must recognize TVA is a wablie operation and its actions are all pub- 
lic, and I think very quickly any action taken by the TVA Board 
would be promptly made known. 

Mr. Byrne. Ga r was not able to make any mistakes until Dave 
Beck got caught up with, was it? 

Mr. Wessenaver. I am not familiar with that. 

Mr. Byrne. You are not familiar, but you read the Washington 
newspapers, do you not? 

Mr. Wessenaver. Occasionally. 

Mr. Smirn. Mr. Chairman, what crime is Mr. Wessenauer charged 
with ? 

Mr. Byrne. I am not trying to indict him for anything. I am just 
talking about the human element. 

Mr. EY. Proceed, Mr. Byrne. 

Mr. Byrne. Iam through. Thank you, sir. 

Mr. MoGrecor. Mr. Chairman, I have a question or two if I might 
ask them. 

Mr. Dempsey. Mr. McGregor. 

Mr. McGrecor. Mr. Wessenauer, do you sit in as consultant at the 
Board meetings ? 

Mr. Wessenaver. At the Board meetings members of the staff are 
present. Yes, sir. 

Mr. McGrecor. Does that include you / 

Mr. Wessenaver. Yes, sir. 

Mr. McGrecor. How does the Board determine whether or not 
additional facilities are needed? What do they consider when they 
decide you want additional facilities, or the establishment of a sub- 
plant a certain distance away ! 

Mr. Wessenaver. Those are mainly engineering factors, Mr. 
McGregor, which the staff would develop. For example, a study of the 
growth of requirements. You see, it takes about 3 years to pro- 
ie — generating facility. 

MoGrecor. You say the growth of requirements. If I may 
fieeciat then one of the determining factors is whether or not you 
feel a town 50 miles away from your nearest operation needs some 
power and whether you feel that should be a basis on which to de- 
termine you might need additional facilities there! 

Mr. Wessenaver. No, sir. I was not speaking of such a hypo- 
thetical situation, but of the fact that in t the ares we now serve, to 
supply the growing needs of the customers we now have, under the 
contracts we now have, we need to look ahead as to what additional 
requirements for power they will have. 
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Mr. MoGrucor. In that confined area? 

Mr. WessenaveEr. In that area. If there were an application from 
a community outside the area, such as you suggest, that would raise 
some other questions which would need to be considered by the Board, 
but the major 

Mr. McGrecor. Am I correct in saying that your Board does take 
those recommendations or requests into consideration? I am advised 
they do. AmI wrongly advised ? 

Mr. Wessenaver. Certainly the Board would need to consider each 
specific request of that kind individually and to look at the factors 
after having a full report on the various elements relating thereto. 
But I was coming to your original question as to how we Ueterhdine 
that additional facilities will be required. With an area of 80,000 
square miles, the normal growth in use of power in that area, without 
looking at any other, is in the order of 750,000 kilowatts a year. The 
precise amount ‘is determined after careful analysis of the trends of 
the use of power by the various types of consumers, the amount re- 
quired on the farm and home, and by business and industry, and any 
possible changes in requirements of the Federal Government. All 
of that is looked at as individual pieces by the engineering staff to 
determine how much is going’to be needed 3 or 4 years from now. 

Mr. McGrecor. And whether or not the additional load might 
require a greater expenditure than would be economically advisable! 

Mr. WessenaveER. That comes in the next step, which is, what 
means are there available and what alternatives are available to sup- 
ply that quantity of power. That involves a study by other engineers 
as to where on the system could the additional capacity best be pro- 
vided—at what plant or at what new location. 

The factors which enter into that are, where will the load develop; 
will it be concentrated in one spot as at times happens, as when there 
is a big load increase at Oak Ridge, or is it generally spread through- 
out the area, and how much of the load in each area; and how much 
transmission would be required from various new locations of supply; 
what are the sources of fuel and what are the costs of bein gi it to 
a plant location; and is there adequate condensing water? All of 
those engineering factors must be considered before a recommendation 
could be made that for a certain increase in load this much capacity 
should be provided at this or that specific location. 

Mr. McGrecor. I am sure you will recognize the human element 
is involved, because I am sure you have been there since 1935, and I 
did not come to Congress until 1940, but I remember distinctly a 
number of times we thought we were taking care of the need by hydro- 
power, on your recommendations, and yet on various occasions you 
have come in and asked for additional facilities. 

We are not blaming you but there is simply a human element in- 
volved, because a greater need was established. 

What I am trying to get at is I want to clear it up in my mind 
that when you determine a greater need you are confining it to what 
you think is the need, and not taking into consideration the amage 
to other economies of the area—private capital and private industry. 
That is the part I am fearful of, because with legislation that is as 
broad as this you might come up into Ohio and you might decide you 
need additional facilities in order to service the Ohio area. 

91411—57-——7 
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Mr. Wessenaver. One of the things we would certainly be con- 
cerned about is that the lack of adequate power would be damaging 
to private enterprises in the area. They are dependent on it if they 
want to add to their plant facilities. If there is no power available 
it would certainly be damaging to them. So we try to take into ac- 
count the needs of the area. 

Mr. McGrecor. You try to take into account what it might mean to 
ee utility if you would attempt to run parallel lines with 
theirs ? 

Mr. Wessenaver. We have not run any parallel lines for over 10 
to 20 years, Mr. McGregor. 

Mr. McGrecor. Nevertheless, I remember very distinctly where 
the request was made. I do not know whether it was ten years ago or 
not, but I will be very glad to look it up, but we had quite a lot of 
discussion as to whether the power should be sold at the bus bar. 

Mr. Wessenaver. I think those all took place prior to the litigation 
which resolved that problem in 1938 or 1939. 

Mr. McGreeor. I think that is correct, but there were some such 
ere made. That is all, Mr. Chairman. Thank you very 
much. 

Mr. Dempsey. Without objection a statement by Mr. Wessenauer 
on the TV A power system and taxes will be made a part of the record 
at this point. 

(Thestatement referred to is as follows:) 


Tue TVA Power SYSTEM AND TAXES 


In fiscal year 1956 TVA paid $4,148,000 in lieu of taxes to the States and 
counties of its service area, and the municipal and cooperative electric systems 
which distribute TVA power paid $6,910,000, a total of $11,058,000. 

These payments are, of course, of primary concern to the States, counties, 
and cities of the power-service area which depend upon them, together with 
the taxes they collect from all other sources, to support the public services 
whose budgets make up the costs of government. The TVA region appears 
to consider the payments reasonable and fair. But in the general and wide- 
spread attack on TVA conducted by propagandists for the private power com- 
panies the size of these tax payments has been singled out for special attention. 

Various charges are made. It is contended, for example, that the rates of 
private power companies are higher than TVA rates because their tax burden 
is heavier, and ingenious calculations are presented in support of this thesis. 
The fact is, however, that many private companies pay as taxes to State and 
local governments a smaller share of their earnings, or of the electric bills 
they collect, than is paid in the TVA power-service area. Nevertheless, their 
rates are higher than those paid by consumers of TVA power. The price of 
power cannot be shown to be directly related to or controlled by tax payments. 


Why TVA power rates are low 

TVA rates to the ultimate consumers are lower than those of the average 
private utility, not because of differences in the amount of taxes, but primarily 
because its sources of energy are more economical and its rate of earnings 
more modest, and because both TVA and the locally owned and managed dis- 
tributors retailing TVA power have as their objective, by law, the widest use 
of electricity at the lowest price to consumers, instead of the greatest profit 
to the utility. 

There are many differences in the costs of operation in the TVA area and 
similar costs elsewhere. In its steam plants TVA produces electricity with less 
use of coal per kilowatt-hour than the average utility and with operating and 
maintenance costs that are well below the national average. The expenditures 
of the local distributors of TVA power average far below those of other util- 
ities, including costs of distribution, customer accounting and collecting, sales 
promotion, and administrative expense. 
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TVA and the distributors of its power publish full data on operating costs, 
ineluding payments in lieu of taxes to facilitate comparisons by those interested 
in public fiscal policy or in electric rates. It may be that in some areas. the 
electricity consumer bears too large a share of the support of public services. 
In other areas the share may be too small. The people have a right to know 
the facts in order that prudent public policies may be established. 


Comparability of data 

In comparing tax and tax equivalent payments made by the public power 
agencies in the TVA area with the taxes paid by private utilities, two major 
differences between the TVA area and others must be kept in mind. First, the 
arrangement under which power is supplied to consumers in the TVA area is 
not the same as the typical power service arrangement in areas served by 
private utilities. TVA is engaged in the wholesale end of the business; it owns 
and operates only the facilities required for generation and transmission of 
power. The retail business is handled by 151 locally owned and managed dis- 
tribution systems which carry the power to the ultimate consumer. In the 
TVA area, ownership and earnings, and therefore taxes and. tax equivalents, are 
divided between TVA and the distributors. The taxes or tax equivalents paid 
by these distributors must therefore be added to the payments made by TVA 
to calculate the total power system payments for comparison. Second, before 
comparing the total payments by utilities in the TVA area with the total taxes 
reported to be paid by any private utility, the income taxes paid by the private 
utility must be segregated and separately considered in order that like things 
may be compared. 

Income taxes are based on profits. They represent a percentage of the net 
income remaining after all operating costs and depreciation have been met, and 
after interest requirements have been satisfied. A comparison between the 
Federal income taxes paid by different private utilities is simply a comparison 
of their profits for any given year. The company with the greatest profit would 
pay the most, whether its power rates were low or high or whether its service 
was inadequate or excellent. 

TVA, of course, is owned by the Federal Government, and its entire net income 
belongs to the United States. The municipal and cooperative distribution sys- 
tems pay no income tax on their earnings as a matter of national fiscal policy. 
Such systems pay no income tax whether they are located in the Tennessee 
Valley or elsewhere in the United States. A comparison can and will be made 
between the revenue the TVA power system provides for the Federal Govern- 
ment and the income taxes paid by private power companies, but first the facts 
with respect to State and local taxes or tax equivalents paid by the public powe 
system in the TVA region will be presented. j 


How the amounts to be paid as State and local taves or tag equivalents are 
determined in the TVA power-service area 


TVA’s properties and operations cannot be taxed directly by State or local 
governments. This is not unique to TVA, but is in accord with the generally 
applicable rule that the properties and operations of the Federal Government 
are not subject to taxation by the States or their subdivisions. 'TVA’s payments 
in lieu of taxes are made under a formula adopted by the Congress, and made 
a part of the TVA Act (sec. 13), with the concurrence and approval of State 
and local taxing bodies. The present section 18 was adopted by the Congress ih 
1940 after the major transfers of utility properties from private to public 
ownership. Extensive consultation with State and local taxing bodies preceded 
the recommendations to the Congress which were adopted after committee 
hearings and floor debate. Experts in public fiscal policies were consulted. 
The result was the present formula under which a minimum of 5 percent of 
TVA’s gross revenues from the sale of power, exclusive of sales to the Federal 
Government itself, is paid to State and local governments in lieu of taxes. 

When the amendment was under consideration there were suggestions that 
the proposed percentage of gross revenues to be available for in-lieu payments 
was overgenerous. It was pointed out that States and local governments were 
large consumers of electricity, that they would enjoy immediate savings in the 
costs of government by savings in the electric bills for schools and public insti- 
tutions, for street lighting, water pumping, and other municipal requirements. 
It was urged further that the TVA power system was not a business enterprise 
in the usual sense of the word. It would not be operated for profit as the private 
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companies had been, but would deliberately, according to the policies set forth 
in the act itself, be managed to stimulate the general economic growth of the 
area, with a resulting increase in taxable wealth. That was one point of view. 

Nevertheless, it was clear that the sudden shift of existing properties from 
private to public ownership would create serious revenue problems in some juris- 
dictions, and that benefits in savings or revenues from other sources would not 
immediately be realized in compensating size. It was agreed, therefore, that 
it was reasonable to expect electric consumers in the TVA area to continue the 
traditional practice of making a contribution to the costs of State and local 
government through their power bills. In-lieu tax payments were set up as an 
item of cost in power operations, except in the case of power produced for the 
use of the Federal Government itself. The 1940 legislation provided that at the 
end of 5 years the experience under it should be reviewed and a report made 
to Congress. This was done, and the general satisfaction with the plan was 
indicated by the absence of any objections to it when the report was made. 

This is the formula under which TVA made in-lieu tax payments of $4,148,000 
in fiscal year 1956. 

In general, the 98 municipal electric systems made payments in lieu of taxes 
equal to the sum of the State, county, and local ad valorem property tax rate 
applied to the depreciated cost of their electric properties. Two distributors are 
privately owned utility companies and their taxes are assessed and paid in the 
same manner as other private utilities. The majority of the 51 rural electric 
cooperatives distributing TVA electricity—those which operate in Tennessee, 
Alabama, Kentucky, and Virginia—pay State and local property taxes on the 
basis of an assessment of their properties by State commissions. All coopera- 
tives in the States of Mississippi, Georgia, and North Carolina are exempt by 
State law from State and local taxes. The distributors’ payments therefore 
follow State and local practices. These TVA power distributors paid $6,910,000 
in taxes or in-lieu payments to State and local governments in 1956. 


Payments to State and local governments in the TV A power-service area compared 
with payments made by private companies in other regions 


The $11,058,000 contributed to State and local governments in tax or in-lieu 
payments in fiscal year 1956 represented 6.1 percent of the consolidated revenues 
received by the distributors and by TVA, excepting only TVA’s revenue from 
sales to Federad agencies which by the TVA Act is excluded from the base upon 
which its payments in lieu of taxes are computed. 

This percentage is somewhat below the 9 percent rfeported as the average 
paid by all private utilities in the United States for calendar year 1955. Never- 
theless, there are many private companies which pay a smaller percentage of 
their revenue to State and local governments than the publicly owned systems 
of the TVA area pay, and none of these companies sells power at rates which 
are lower than the rates in the TVA area. The 12 (excludes Electric Energy, 
Inc., a privately owned utility that sells a large block of power to the Atomic 
Energy Commission and whose State and local taxes in 1955 averaged only 1.2 
percent of revenue) private companies serving areas adjacent to the area served 
by the TVA system range in their payments from 4.4 percent of gross revenue 
to 11 percent. The rates at which they sell power are higher than rates in 
the TVA area, regardles of the relative size of their tax payments. 


The rate of growth in State and local taw payments in the TVA region compared 
with growth in other regions 


As reported above, last fiscal year (1956). TVA and the distributors of TVA 
power paid State and local taxes (including tax equivalents) of $11,058,000. 
In 1937, before the major transfers from private to public ownership in this 
region, the State and local taxes paid on all electric operations in the same area 
totaled less than $3,350,000. In 18%! years in the TVA power-service area the 
taxes received by State and local governments from their power suppliers have 
grown by 230 percent, a rate of increase that is higher than the average for pri- 
vate power companies during the same period. The record shows that in ap- 
proximately the same time (18 years instead of 18%4'), State and local tax pay- 
ments by private utilities of the Nation increased by 200 percent, from $207 
million in 1937 to $625 million in 1955. 

These are the facts with respect to tax payments, their size, the method under 
which they are computed, and how they compare with the national and regional 
experience of private companies. 
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Nevertheless, spokesmen for the private utilities have attempted to convince 
the public that local communities would receive larger local tax payments if they 
chose service by a private company, and that simply for that reason they would 
be better off. The experience of the Tennessee Valley challenges both conclu- 
sions. In any event, these are, and always have been, questions for the. public 
to decide. Clearly there is no area of the country outside the Tennessee Valley 
where citizens, as taxpayers and consumers, have given so much attention to 
these questions. Citizens of the TVA power service area do not regard the 
power system which serves them as a source of revenue, but as a tool of regional 
development. Nevertheless, without any allowance for the savings to local gov- 
ernments as a result of low electricity rates, or for the increase in other sources 
of taxable wealth resulting from the regionwide application of TVA’s low-cost; 
high-use policy, the tax revenues the region now enjoys appear to be larger than 
they would have been had private power companies continued to serve the people, 
assuming that increased tax revenues in this region would have followed the 
national average. 


The TVA power system and Federal income taxes 


All the earnings of TVA belong to the Federal Government, which owns and 
operates the power generation and transmission facilities. No percentage of net 
income is reported paid to the Federal Treasury under the heading of “income 
tax.’”’ Only 2 of TVA’s 151 power distributors are privately owned, but these dis- 
tribute power at the same rates as the others and pay taxes exactly as though 
they obtained their energy from private sources for resale. As indicated above, 
149 of TVA’s distributors are municipalities and cooperatives; nowhere in the 
United States do municipalities or cooperatives pay Federal income taxes from 
their utility operations. Looking only at the TVA, it will be found that the Fed- 
eral Government has received more net financial gain from this public power 
system than it would have received in Federal income taxes on a privately 
owned utility with similar revenues. In fiscal year 1956 TVA’s net income after 
allowance for the cost of money to the Government was about $26 million. All 
this belongs to the Federal Government. From a private company the Govern- 
ment would have received an income tax of approximately half of such net 
income. 


The record of 23 years 


Over the full peried from TVA’s inception to the present, 1933 to 1956, the Gov- 
ernment earned $366 million on the TVA power investment, after paying all op- 
erating and maintenance expenses, depreciation, and the payments in lieu of 
State and local taxes discussed above. These earnings represent an average an- 
nual return of 4 percent on the Government’s average investment during this 23- 
year period. 

During the past 23 years, the average cost of money to the Government was 
about 2 percent, and if that rate of interest had been charged on the power in- 
vestment for the full period, it would have amounted to $183 million, half of the 
4-percent return. The remaining $183 million is the Government’s margin over 
and above all operating and maintenance expenses, depreciation, payments in 
lieu of State and local taxes, and interest. This is 14.8 percent of TVA’s gross 
power revenues of $1,238 million for the period. 

For the purpose at hand, the $*83 million developed in the above calculation 
can be compared with the income taxes the Government might have received 
from a private utility with the same gross revenues in those years. For the last 
23 years, income taxes paid by private utilities ranged from less than 3 percent 
of gross revenue in the early thirties to a high of 13.6 percent in 1955. These 
are the percentages reported by the Federal Power Commission. Applying the 
annual percentages to TVA’s revenue, a typical privately owned utility would 
have paid Federal income taxes of about $140 million from $1,238 million of sales 
during the period. The margin of $183 million which TVA earned for the Gov- 
ernment was $43 million more than that amount. 

This comparison with the average percentage of revenues paid as income 
taxes by private utilities ignores the fact that in the principal case where private 
utilities have contracted to sell large quantities of power to the Government, 
namely, the Ohio Valley Electric Corp. (OVEC), the income taxes paid by the 
utilities will run less than 3 percent of revenue; and more than half of TVA’s 
revenues are now from bulk power sales to the Atomic Energy Commission and 
other agencies of the Federal Government. 
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And every year the Federal Government profits in another way because of 
TVA’s power program. The power costs of the atomic energy plants—both those 
served by TVA and those served by private utilities—are less by many millions 
of dollars than they would be without the service from this nonprofit system and 
the example it established. 


What conclusions can be drawn from an examination of TVA and taxes 

So far as the general question of electric rates is concernel there is no evidence 
at all that taxes keep electric rates up or that the tax burden falls any more 
heavily on consumers served by power systems that are privately owned than 
by those that are publicly owned. There may be instances where the property 
taxes on individual utilities are unfairly high, and more instances where a re- 
duction in taxes and rates would stimulate economic growth and provide new 
sources of taxable wealth. In the case of TVA the rate policies have resulted 
in a very rapid increase in rural electrification. They have developed the best 
market for electric appliances in the country. New industries have been estab- 
lished, new jobs created. The region is stronger than it was when this regional 
development program was begun. The people and industries of the region are 
today contributing directly a larger share of the total Federal tax collections 
than they did 23 years ago. The services of State and local government have 
been improved. A more prosperous area is supporting Government at all levels 
more abundantly. 


Mr. Demesry. We will adjourn until 10 o’clock tomorrow morning. 
(Whereupon, at 11:50 a. m., the subcommittee adjourned until 10 
a.m. the following day, Tuesday, April 2, 1957.) 
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TUESDAY, APRIL 2, 1957 


Hovss or REPRESENTATIVES, 
CoMMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON F'Loop ConTROL, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:10 a. m., 
in room 1302, New House Office Building, Hon. Frank E. Smith 
presiding. 

Mr. Smirn. The hearing will come to order. 

For the committee’s information, we have a group of people here 
from down in the Tennessee Valley Authority area who have been 
waiting since last Thursday to testify. Since Mr. Wessenauer’s testi- 
mony is going to be more or less of an endurance record, we decided 
to set him aside briefly and let these people from down in that area 
testify, because they have come here a long distance and are interested 
in getting back home. 


Mr. MacFarland, will you proceed ? 


STATEMENT OF ALFRED MacFARLAND, COUNSEL FOR MIDDLE 
TENNESSEE ELECTRIC MEMBERSHIP CORP., MURFREESBORO, 
TENN., APPEARING ON BEHALF OF THE TENNESSEE VALLEY 
PUBLIC POWER ASSOCIATION; ACCOMPANIED BY C. T. ROBERTS, 
NETTLETON, MISS., ADVISORY SANITARIAN, MISSISSIPPI STATE 
BOARD OF HEALTH; AND J. H. NICHOLSON, VICE PRESIDENT AND 
LAND MANAGER OF THE HASSELL & HUGHES LUMBER CO., 
WAYNE COUNTY, TENN. 


Mr. MacFarianp. Mr. Chairman, I should like to express our 
appreciation to the committee for its courtesy to us in allowing us to 
go on today. As practically everybody in this day and time, we are 
all right busy, and some of us have been here for several days. We 
know that this procedure is not the usual procedure, and we espe- 
cially appreciate this opportunity and should: tke to thank you, sir. 

Mr. Smrru. You may proceed, Mr. MacFarland. 

Mr. MacFaruanp. 1 am Alfred MacFarland, of Lebanon, Tenn, 
I am a country lawyer practicing law in a town of 10,000 population, 
and I serve as attorney for Middle Tennessee Electric Membership 
Corp., Murfreesboro, Tenn. Today I am speaking on behalf of the 
Tennessee Valley Public Power Association, an organization of the 
munincipal and cooperative distributors of TVA power, 

Mr. Becker. Can the gentleman explain what this Middle Ten- 
nessee Electric Membership Corp. is, at this point ? 
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Mr. MacFarianp. Yes. The Middle Tennessee Electric Member- 
ship Corp. is a cooperative group distributing TVA power to 4 coun- 
ties in this area, right here in a group of 4 counties north of Columbia. 
The counties are Wilson, Williamson 

Mr. Becker. It is immaterial what the names of the counties are. 

You represent this organization as their attorney ? 

Mr. MacFaruanp. Yes, sir. 

Mr. Becker. Just the same-as an attorney would be for a private 
utility company, you represent them as an attorney ? 

Mr. MacFarranp. Yes. 

Mr. Brecker. That is all. 

Mr. MacFarianp. Previous testimony has informed you of the 
basic relationships between TVA and the distributors in this mutual 
undertaking to carry out the intentions of Congress as expressed in 
the TVA Act. 

This picture would not be complete, however, without a statement of 
the purposes and accomplishments of the 149 municipal and cooperative 
distributors of TVA power, and of how it seems to them that TVA 
power affects the lives of the more than 5 million people in the valley. 

Through our contractual arrangements with TVA, we, in effect, are 
the measure by which the success or failure of this joint power pro- 
gram can be judged, because it is our job to deliver electric power to the 
ultimate consumer—the homes, farms, businesses, and industries of the 
Tennessee Valley. While TVA must—and does—do a highly efficient 
job of generating and transmitting electricity, our locally owned, 
locally managed systems must do an efficient job of distributing elec- 
tricity in order to fulfill the goals of the joint power program in the 
Tennessee Valley. 

Our power contracts with TVA have been mutually developed pri- 
marily to achieve the goal of providing power to the ultimate con- 
sumer at the lowest possible rates, consistent with sound business man- 
agement, and covering all costs. 

At the same time, the responsibility for achieving this goal is placed 
squarely on the shoulders of the local organizations which are gov- 
erned by more than 900 directors and board members, including 
doctors, lawyers, farmers, housewives, and other local citizens. These 
local governing boards have the task of administering these systems for 
the benefit of electric consumers in the Tennessee Valley, and the job 
of devising means for using electricity as a tool in community 
development. 

When each of these boards and the people they represented under- 
took the responsibility of establishing a local electric distribution 
system, they were faced with a new and challenging question: Would 
it be better to continue the pattern of private utilities in setting rates 
high in order to assure financial soundness; to follow the pattern of 
some of the earlier municipal systems, also to set rates high in their 
case as a source of municipal revenues; or should they contract with 
TVA and take the bold step of applying low rates to encourage high 
use, with the idea that increased use of electricity would raise living 
standards and stimulate the economy and, if their faith and judgment 
were justified, would also result in a sound financial operation ? 





Ss eS "| GYVS | 


aa 


ys He we SS PY 


TENNESSEE VALLEY AUTHORITY FINANCING 101 


The record of more than 20 years’ operation have demonstrated to the 
area and to the Nation the wisdom of Congress, as we see it, in setting 
forth in the TVA Act. the principles of the low-rate high-use policy. 


THE RECORD 


Like a private utility, these municipal and cooperative distributors 
operate as a monopoly in their service areas. The private utility, 
however, operates on the basis of practically a guaranteed return on 
its investment after meeting all expenses, whatever they are. In con- 
trast with this, the TVA distributors have operated under the chal- 
lenge of keeping their expenses low, and developing such widespread 
use of electricity as would not only make the originally adopted rates 
financially feasible, but would permit rate reductions over the years. 

The accomplishments in this field have been excellent, we believe. 
Over the last two decades, we have extended electric service to more 
than a million consumers within our service area; we have electrified 
the rural areas from a level of about 3 percent coverage to about 93 
percent ; we have expanded our distribution facilities to an investment 
of more than half a billion dollars; we have made it possible for the 
average residential consumer to increase his use from about 600 kilo- 
watt-hours a year in 1933 to almost 6,000 kilowatt-hours in 1956, about 
twice the national average use. 

At the same time, we have demonstrated that it is good dollars-and- 
cents business to set rates at a low level to encourage high use of elec- 
tric power. We have paid for the power purchased from TVA on a 
basis that covers the cost of production and provides a fair return to 
the Federal Government on the investment in the power facilities of 
the TVA. We have paid all of our operating expenses, covered our 
depreciation, and made substantial payments in taxes and payments 
in lieu of taxes. Last year, the 149 distributors paid $6.9 million in 
taxes or tax equivalents to the States, counties, and cities of the region. 
In addition, $2.9 million of the over $4 million TVA paid in lieu of 
taxes to the States and counties related to the power sold to the dis- 
tributors. Thus a total of $9.8 million, which is equal to 6.4 percent 
of the power bills of the consumers served by the 149 distributors, 
was paid in 1956 as State and local taxes. The State and local taxes 
paid during 1955 by the 12 privately owned electric utilities adjoining 
IVA ranged from 4.4 to 11 percent and averaged 8.2 percent. At the 
same time, the municipal distributors last year earned a return on 
their capital employed of 9.8 percent; and the rural cooperatives pro- 
duced a margin of 6.4 percent on the capitalemployed. These margins 
have been sufficient to pay not only the interest and amortization on 
the invested capital, but in addition have provided a substantial part 
of the capital required for new expansion. In spite of almost con- 
stantly rising costs, more than 200 rate reductions have been made over 
the years, and at the present time 61 distributors are operating on rates 
averaging 10 to 20 percent below the original basic levels. 

Mr. Batpwrn. Could I ask a question here ? 

Mr. MacFaruanp. Yes, sir. 

Mr. Batpwin. You mentioned that they pay taxes and in lieu of 
taxes. What taxes would these cooperatives pay ? 
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Mr. MacFartanp. In Tennessee the railroad and public utilities 
commission, now the public service commission, sets an ad valorem tax 
assessment on the cooperatives. Having been counsel for the Ten- 
nessee Public Service Commission, if you will pardon me for a mo- 
ment, I might tell you exactly how that is done. 

The public service commission sends out a tentative tax assessment 
on the cooperative properties of some 23 rural electric cooperatives 
operating in Tennessee. As a matter of procedure, the cooperatives 
through their counsel and managers, come to the commission and meet 
with its staff for an informal discussion, and then formal hearing is 
had for any protest on the assessment set. 

Under the law of Tennessee, the public service commission must set 
an ad valorem tax assessment for the cooperatives. Then, after the 
assessment is finally reached, that is, the assessment that the commis- 
sion finally set, an appeal is provided to the courts from that assess- 
ment if a cooperative should feel that it had been unjustly assessed, 

Mr. Batpwtn. Are these particular ad valorem taxes just levied on 
the cooperatives, or also on private utilities and municipal utilities? 

Mr. MacFaruanp. They are not levied on municipal utilities, but 
they are on private utilities and cooperatives. 

Mr. Batpwiy. The same rate on the private utilities as the coopera- 
tive utilities ? 

Mr. MacFarianp. In fairness I would have to say, during my 4 
years with the Commission, the private utilities complained they were 
not levied at the same rate. 

Mr. Brecxer. Were they levied at a higher rate? Was that their 
complaint? 

Mr. MacFarianp. Yes, sir; that assessments were on a higher basis, 
That was their complaint. 

Mr. Brecker. Was it true? 

Mr. MacF artanp. In some instances; yes, sir. 

Mr. Mack. What is the nature of these co-ops? Are they county- 
wide or municipal cooperatives ? 

Mr. MacFarranp. The distributors in Tennessee are the munici- 
palities and rural electric cooperatives, and then there are 2 or 3 or 
4, as I recall it, known as countywide systems, where, in Weakley 
County, for instace, at Dresden in Weakley County, the municipal 
system serves the whole county. 

Mr. Mack. The municipal system takes care of the city? 

Mr. MacFarianp. Yes, sir. 

Mr. Mack. And the REA’s take care of the rural areas? 

Mr. MacFarxanp. That is the general picture in Tennessee. 

Mr. Macx. Would you say that the municipalities do not pay tax? 

Mr. MacFartanp. They do not pay tax which is levied by the public 
service commission, municipalities being exempt from the jurisdiction 
of the Tennessee Public Service Commission. 

Mr. Mack. I thought, from your figures, that they did pay a tax. 

Mr. MacFartanp. Yes, sir. They do pay a tax—or make in lieu 
tax payments. I am not qualified to give you figures on percentages 
of the taxes. 

Mr. Mack. How is it paid? 

Mr. MacF artanp. I would have to call on Mr. Watson for the per- 
centage figures. I believe he is here. 
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Mr. Mack. The point I want to raise is: Is this a sales tax on the 
volume of business done, or is it a property assessment tax? 

Mr. MacFaruanp. They pay, sir, on the full property value of the 
electric plant used and useful in the distribution of electric energy, 
at the prevailing tax rates within any taxing jurisdiction. 

Mr. Mack. Then these public utilities pay the same form of tax 
as a merchant or a manufacturer pays on his property? 

Mr. MacF artanp. That could be said. Right. 

Mr. Becker. You said private utilities did complain about the 
public service commission taxing them at a higher rate than the 
cooperatives ? 

Mr. MacFartanp. That is true. 

Mr. Becker. Can you answer this question, if you know: Does the 
State of Tennessee limit the return on investment of the private 
utilities ? 

Mr. MacFaruanp. No, sir; it does not. 

Mr. Becxer. It does not limit the return, as it does in my State? 

Mr. MacFartanp. It does not. 


SIGNIFICANCE OF RECORD TO NATION 


The significant point here is that, while electric rates over the coun- 
try are on the increase, the rates to the consumers in the valley are 
still on a downward trend. How fast do you suppose the private- 
utility rates would be going up now if it were not for the example 
set by the distributors of TVA power? The results of TVA power 
development are important not just to the Tennessee Valley, but 
also to the Nation, as a measure of the reasonableness of electric- 
power distribution costs of all electric utilities. In such a monopo- 
listic industry as the electric utility business, comparison is a most 
realistic regulatory control. The costs of producing power are 
fairly well defined, and lend themselves to engineering analysis and 
limits. The costs of distribution, however, are not so well defined. 
The costs charged up to the distribution end of the business are 2 
to 3 times as large as the production costs, and they have always been 
highly controversial. The record of the distributors is, therefore, par- 
ticularly important for comparison purposes. The distributors’ ac- 
counts are limited strictly to electric-distribution system costs and 
have been compiled over the years in accordance with a uniform 
system of accounts similar to that prescribed by the Federal Power 
Commission for private electric utilities. Here, available for all to 
see, are the real costs of distributing power. The continuation of 
this comparison of power-distribution costs is important to consumers 
in every part of the Nation. 

In addition to these important rate and cost comparisons, there 
have been other benefits to tthe area and to the Nation. Others are 
better able than I to describe, for example, the tremendous national- 
defense benefits of TVA. Or, as another example, the savings to the 
taxpayers through reduced power costs to the atomic-energy plants. 
But let me refer briefly to another example, the market for goods 

roduced in other parts of the Nation. I am not referring to the 

istribution of TVA’s construction expenditures among manufac- 
turers of equipment and materials in all the 48 States. That is a 
story in itself. I refer to the market for electrical appliances. 
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At the last count, made in 1955, 95 percent of residential consumers 
in the valley had electric refrigerators, 62 percent had electric ranges, 
42 percent had electric water heaters, and 12 percent had all-electric 
homes, including electric heat. 

In terms of appliances, this means there were 1,150,000 refrigera- 
tors, 750,000 electric ranges, over half a million electric water heaters, 
and countless other appliances. The market in the valley for electric 
eo eee is more than a quarter of a billion dollars a year. This 
illustrates the market potential that can be created by a low-rate, 
high-use policy. Most of these appliances, of course, are manufac- 
tured in other sections of the country. 

We as power distributors are proud that this program has been such 
a success for the region and the Nation. But the really important 
thing is never what happened yesterday, but what is ahead of us. 
Electricity has proved itself a tool in the regional development of 
the Tennessee Valley, and it is now pointing the way to new chal- 
lenges at least as important as the ones which have already been met. 

Twenty years ago we faced the challenge of making electricity 
available to the peek of the valley. The challenge today lies in the 
way people use this servant. It can easily be a major factor in chang- 


ing the way of life for many. 

One example of this is what electricity can mean in health and 
sanitation. There is a dramatic story, now being developed in the 
valley, which illustrates this threshold we are about to cross. 

With your permission, Mr. Chairman and gentlemen, I should like 
to introduce Mr. C. T. Roberts, sanitation supervisor for the Missis- 


sippi State Board of Health in northeast Mississippi, who will tell 
about electricity’s part in bringing running water and better health 
to the rural family. 

Mr. Smrrn. Mr. Roberts, we are glad to have you. 

Mr. Roserts. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, I am C. T. Roberts, 
of Nettleton, Miss., and I am advisory sanitarian with the Mississippi 
State Board of Health. 

First, let me say that I am not an expert on electricity. I know 
very little about any phase of the power business. But I do know 
something about rural people, about their conditions, their needs, 
their dreams. As an advisory sanitarian for the Mississippi State 
Board of Health, I have been working with rural people for almost 
25 years. I have seen, during the past 10 or 12 years, many of our 
southern farmers struggle out of poverty’s quicksand, and electricity 
which comes to them over hundreds of miles of powerlines stretching 
down lonely country roads and across red clay gullies helped them. It 
was the tool they used to change their way of life. 

Let me give you just one example of a man who performed the feat 
I just spoke about. Zeb West built a new life for himself and his 
family and, in doing so, he convinced many other men that they can 
do the same. 

Zeb and his family live on a 360-acre farm in the Bartahatchie com- 
munity in Monroe County, Miss. Zeb’s farm is a good one. Besides 

roducing some cotton, corn, and other row crops, Zeb operates a 
20-cow dairy and has 1,600 laying hens. He is doing a fine job, oper- 
ating a successful farm. 
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But all this developed fairly recently, As a youngster, Zeb lived on 
the same piece of and he now owns. But asa farm it was completely 
unlike the one he now operates. On the old farm, Zeb and his parents 
produced cotton and a little corn—not much else. Naturally, the 
had a cow, some chickens, and a few hogs. But most all of their cas 
came from cotton. Theirs was a typical southern farm. They could 
not diversify the operation. There was no way they could do it be- 
cause they lived on a farm without electricity, as did all farmers in 
that section of the country. 

Electricity came to that farm in 1938. Soon after they got electric 
lights, Zeb went into the Navy where he spent 15 months. When Zeb 
returned, he had many ideas about how he could use electricity to 
make the farm a better one. He had a dream. He went to work. 
Using electricity as his main tool, he started diversifying his operation, 
the only way he could make his farm successful. 

Zeb’s dream has come true. No longer does he have to depend on 
cotton for his livelihood. In fact, last year he worked only 20 acres 
of cotton. Most of Zeb’s cash now comes from his dairy and from his 
laying flock—and he could have neither without electricity. 

In his dairy he uses electricity for milking his cows, for cooling the 
milk, and for heating water. Electricity pumps the water for his 
cows and for his chickens. Electricity warms his chickens when they 
are hatched. And electricity keeps the water at just the right tem- 
perature during the winter for good milk and egg production. Right 
now Zeb is working on an electric feed grinder and mixer, the use of 
which will save him many dollars on his yearly feed bills, 

And the Wests use lots of electricity in their home. They have 
running water in the home, pumped by an electric water system; Mrs. 
West cooks on an electric range; freezes and preserves food in an 
electric food freezer ; heats water in an electric water heater. And the 
Wests have a bathroom, impossible without running water. 

Using electricity, Zeb West has made his dream come true. He 
has raised his standard of living tremendously in just a few years. 

Zeb’s farm is not a typical one because Zeb’s an unusual man. But. 
what Zeb has done, others are doing. He serves as a symbol of what 
can be done using electricity as a tool. Diversification is the answer, 
and diversification is just about impossible without electricity. . Zeb 
is quick to say, “I couldn’t have done it without electricity, and elec- 
tricity which I can afford to use abundantly.” 

Zeb is still working hard, still finding new ways to use electricity to 
build a better way of life for his family. And thousands of other 
farm families are Lileee in Zeb’s steps. 

Gentlemen, the results are wonderful to see. 

This electricity which is bringing a new life to so many of our 
rural people is generated by the TVA; it is delivered to the farmer 
and his family ‘by independently owned power systems whose only 
reason for existing is to help the people I am talking about raise 
their standard of living. 

I think it is safe to say that the southern rural family has raised 
its living standard more during the past. 10 years than it did in the 
preceding century. And electricity played a major role in this dra- 
matic change. 
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Electricity has, in the real sense of the word, liberated the rural 
family. Through the use of electricity, the southern farmer has seen 
that it is possible for him to rise above his former position, to enjoy 
a way of life which he, as a citizen of the richest country in the 
world, deserves. 

But he still has a long way to go. The job has just begun. The 
ultimate benefits which our rural people will realize through an intel- 
ligent use of more electricity are inspiring to think about. 

To show you how much of the job is yet to be done, I want to talk 
for a few minutes about just one of the many serious problems facing 
our rural people in northeast Mississippi. And this is a problem 
which cannot be solved without plenty of electricity. 

A safe supply of running water under pressure is a necessity for the 
modern farm family, Without it, they cannot hope to enjoy a very 
high standard of living. All of us in my part of the country know 
this. Yet in 1954, just 3 years ago, only 1 out of 4 farm families in 
northeast Mississippi had running water. Only 25 percent of our 
farmers had an automatic water system. 

Naturally, the Mississippi State Board of Health was quite con- 
cerned about this. Sanitary conditions are almost impossible without 
water under pressure. Almost all open wells, springs, or other unpro- 
tected water supplies are contaminated, and that can mean disease. 
Our job is protecting our people against any conditions which may 
spread disease. 

We soon found, however, that we were not the only group con- 
cerned with the problem. The State extension service, vocational 
agricultural department, and similar agencies were trying to do some- 


thing about the condition. And so were the TVA and the power 
distributors in our area. 

Now, I don’t want you to think that these groups I have mentioned 
had done nothing to solve the problem. Each group had been work- 
ing for a number of years in its own way. But progress had been 
slow. The more eee farmers like Zeb West had installed wa- 


ter systems and they were reaping the benefits in a more comfortable 
home life, increased farm profits, a general improvement in their 
living standards. 

But still one 1 family in 4 had running water systems. We had 
much todo. The Mississippi State Board of Health contacted TV A’s 
Electrical Development Branch, which, through its wide experience 
in helping farmers use electricity more efficiently, was able to map a 
plan that coordinated all the facilities and know-how of these inter- 
ested agencies, and together we went to the rural cooperatives in 
northeast Mississippi. 

These distributors were eager to go to work, not simply because 
installing oe water meant selling more electricity to operate the 
electric pump. farmer can operate an electric pump for about a 
penny a day. These rural distributors jumped at the opportunity 
to help get running water on more farms because they sincerely feel 
their responsibility to the members of the cooperative, and that re- 
sponsibility is basically one of helping the rural consumer of elec- 
tricity raise his living standard, Nothing can do more for the farmer 
than an electric water system. 
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Working together, these groups I have mentioned mapped a plan 
which we felt would accomplish our purpose—get more farmers to 
install running water. This plan, the details of which 1 won’t go into 
here, was build around a water system survey card sent to members 
by rural electric cooperatives. The key question on this card asked 
the member if he would like someone from. the cooperative and/or 
the health department to call on him and discuss his water supply 
problems. We knew that to convince the farmer that he needed 
running water, to show him what it could do for his farm and his 
family, we had to talk to him individually on his farm. The program 
got under way in 1954. 

Is the plan working? Here are some of the results from northeast 
Mississippi about which I have firsthand information. 

To date, eight electric cooperatives in my area have participated 
in this program. They sent out 26,400 water system survey cards; 
9,403 farm families returned the cards; 5,000 asked that someone come 
and talk to them about an electric water system. 

All these calls have been made, and many water systems have been 
installed; many wells have been protected. 

We do not have complete sales figures, but those we have are im- 
pressive. One cooperative who served 4,000 members has increased 
its water-system saturation by 80 percent in approximately 18 months. 
In 1954, only about 900 cooperatve members had running water, but 
now more than 1,700 members are enjoying the benefits of having all 
the water they want by just turning a faucet. 

I have been talking only about Mississippi, but this program has 
spread to other parts of the Tennessee Valley and even to. some areas 
outside the valley. According to figures I have received from the 
Tennessee Valley Public Power Association, 46 valley power distribu- 
tors have conducted this type of program since 1954. These distribu- 
tors serve more than 300,000 rural people, only 25 percent of whom had 
running water 3 years ago. ‘Twenty-five of these distributors have 
mailed 115,000 survey cards; 40,000 cards were returned; 16,000 farm 
families asked that someone call on them. 

One power distributor reports the installation of 300 water systems 
in his area during the first 5 months after he mailed survey cards; and, 
incidentally, he also reports the sale of 400 electric water heaters dur- 
ing the same period. That is normal. Every time an electric water 
system goes in, it is soon followed by a bathroom, electric water heater, 
automatic washer, and other important elements of modern life. 

You can see from these figures that this program has grown tre- 
menduosly in just 3 years. However, the water system saturation 
in northeast Mississippi and all over the Tennessee Valley area is still 
extremely low, probably no higher than 35 percent. 

Gentlemen, I could go on giving you figures for the next hour, and 
I could cite you many examples of what running water has done for 
individual farm families, how it has opened the door to a brighter 
future, giving them a new outlook on life. 

But I quote these figures and relate these examples for only one 
reason—to show you that the job has just begun. We have only 
scratched the surface. But one thing is certain: We must have elec- 
tricity, and lots of it, to succeeed. We have got to have it because 
it is the tool our rural people are using to build their future life, 
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and as they build a better life for themselves, they build a better life 
for us, whether we live in Mississippi, New York, or California. 

And our people need to know that they will have electricity when 
they want it. They need to be able to plan ahead. We cannot push 
them into action. They will act when they think they can, and elec- 
tricity must be available when they are ready to act. 

I do not know all of the problems confronting this committee, nor 
do I know all of the issues involved. All I know is that in my part 
of the country we hear disturbing rumors about a power shortage 
within the next 2 or 3 years—and we cannot stand that. We are doing 
too well, moving ahead too rapidly, to have it stopped because our 
people cannot get the electricity they need to continue their climb 
upward. 

Our people get electricity from TVA. We are proud of TVA, 
and we want the world to know how we feel. The TVA has given 
added strength to our Nation; added new vigor to our region; re- 
newed the energy and faith of our rural people; made all of us more 
aware of our potential. 

Yes, we are proud of TVA and of the people who work for TVA. 
Never have I worked with a group more capable and more dedicated 
to the task they have set out to do than the people in TVA. They 
have done a remarkable job, but much of their job, like ours, remains 
to be done, and I know they will do it if they are given the opportunity. 

If the Tennessee Valley Authority has reached the limit of its 
power-production capacity; if it can no longer give us the power, 
we must have to build our new way of life, then we and the rest of 
the Nation will pay the consequences. 

We sincerely hope that this committee and the Congress will not 
let this happen. 

Mr. Smirx. Thank you, Mr. Roberts. 

Mr. Becxer. Before Mr. Roberts leaves I would like to ask a 
question. 

Mr. Smrru. Before you ask a question, I would like to make a 
statement. 

I want to express my deep interest in the record that the Mississippi 
State board of health has made in this promotion of rural sanitation 
through the cooperation of the Tennessee Valley Authority and the 
REA cooperatives in the area involved, which Mr. Roberts has de- 
scribed. I think that it is a very wonderful accomplishment along 
the lines of what the Congress had in mind and what the people of 
the country had in mind in advancing the progress and benefits and 
increasing the standard of living of people through this type of 
program. 

Mr. Jones. Mr. Chairman, I would like to join you in saying 
that this is a very refreshing and exciting story of what you have 
been able to accomplish. Along with Mr. Smith I hope that you will 
continue to carry out your program of making the rural life worth 
living, and to make it a place to live in without fear of disease and 
to give some of the comforts to rural people that our city counterparts 
have enjoyed for years and years. 

Mr. Roserts. Thank you. 

Mr. Surrx. I might point out, Mr. Roberts, that the work of the 
Mississippi State board of health is typified by employees like Mr. 
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Roberts, and it has been of the highest caliber for many years, under 
the direction of Dr. Felix Underwood, who I think has achieved the 
finest record of any State of the Union over a long period in the 
building up of the public-health aims to the point where it does work 
alon the fines that it was truly intended to, that is, to improve the 
health and the life of the people of the State. 

Mr. Mack. 

Mr, Mack. No questions. 

Mr. Smrru. Mr. Becker. 

Mr. Becker. Mr. Roberts, as others do, I want to compliment you 
on your statement, but I was very much interested in the dramatic 
story you told about Zeb West. I make this observation without 
criticism: Does this individual, Zeb West, have any idea that the 
benefits he has derived through this co-op with the low-cost power 
from the Tennessee Valley Authority, derived out of taxes paid by 
tens of millions of people throughout the country who have to pay 
taxes on the private power that they get? Is Zeb West aware of that 
fact, do you think ¢ 

Mr. Roserrs. I would not know. 

Mr. Brcxer. And is he appreciative of the fact that we in the 
cities and all of the heavily populated areas of the country pay a 52- 
percent corporation tax on all public utilities, and State taxes? Is_ 
he aware of that ? 

Mr. Rozerrs. I would not know that, sir. 

Mr. Brecker. You would not know that? 

Mr. Rozerts. No, sir. 

Mr. Becker. On page 4 you expressed the philosophy here in the 


very top paragraph, where you say: 
Through the use of electricity, the southern farmer has seen that it is possible 
for him to rise above his former position, to enjoy a way of life which he, as a 
citizen of the richest country in the world, deserves. 
I always thought a citizen, the way I was raised, deserved exactly 
what he worked for, and did not deserve say thing from the Gov- 


ernment or from other taxpayers of the country. 
interested in your expression of that philosophy. 

Mr. Rozrrts. I agree with you entirely about that, Mr. Becker, but 
Zeb West, like so many thousands of our farmers, would be helpless 
to have an electric powerline at his home or his farm were it not for 
these cooperatives or some other instrumentality for getting them 
there to him, Our people lived there from the time that country was 
taken over from the Indians until the late thirties, and we did not 
have it, and nobody was making any effort to get it to us until TVA, 
through its cooperatives, was able to do it. 

Of course, this power is brought by the Monroe County Electric 
Power Association. There it is called an association. Over most of 
the valley they are called cooperatives, but they are one and the same, 
of course. 

Mr. Sairn. I might point out that this country of ours, as-Mr. 
Roberts points out, is the finest country in the world. I know there 
is some insinuation of the idea by people that it is not the finest and 
richest country in the world, 

Mr. Brecker. I have to interrupt there, because I think that comes 
under the heading of a snide remark. 


was very much 
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Mr. Suir. Let me finish my statement. I did not interrupt yours. 
Mr. Broxer. You did, You interrupted me a number of times, 
It is a usual process of yours. 

Mr. Smiru. The gentleman is out of order. : 

Mr, Becxer. Thank you, sir. You are acting chairman. — 

Mr. Sarx. The point I want to make about this is that it is all a 
fine country, and one of the reasons why so much wealth is enjoyed 
in the great cities like New York, Chicago, and Los Angeles and 
every other big city in the country is that this economic system of 
ours operates in such fine fashion that there has to be a system of 
manufacturing and distribution and all of us participate in it. We 
all buy and share in the markets. Naturally, there have to be in exist- 
ence centers of distribution and management of the wealth, and so 
on. There is greater wealth concentrated in the big cities of the 
country, and there are larger sources of income, and greater oppor- 
tunity for people to make money. However, we could not operate the 
country if only those centers existed without the rest of the country. 

When we buy an automobile or when Mr. West, whom we are talk- 
ing about, buys an automobile, the manufacturer in Michigan pays 
the taxes that we are talking about, but he could not operate that 
business if there was not a market for his product all over the country. 
The same thing applies to the manifold items that we buy, which are 
manufactured or distributed or handled through headquarters out 
of New York City. There are various things that we buy through the 
other cities of the country. I think there are certain services which 
can be applied and which have been recognized since the Government 
was formed. We can supply the people by a type of development 
such as this. 

The very reason ge Bn Constitution of the United States was 
written was because it became necessary to form a system of govern- 
ment where it would be beneficial to all of the areas of the country, 
by contrast with some of the other countries. 

I hope that all this development we are talking about, with benefits 
going to one area and not another, is not the prime question. It is a 
question of whether we give them something which will be of benefit 
to the whole country. I hope there is no question in all of our minds 
as to whether we are giving somebody in certain areas of the country 
benefits in the form A viieetrittionts\ assistance, and that by doing that 
we give them an advantage over people in other parts of the country. 

In virtually every State of the Union the Government in some 
fashion or other gives greater benefits to the individual citizen than 
they do to the people of the State of Mississippi, primarily because 
of the economic situation that exists. Any claim that the people in 
any area of the country are living in luxury because of some benefits 
they have obtained at a cost to any other part of the country I do not 
think will stand any examination. 

Mr. Byrne. Will the gentleman yield? 

Mr. Smiru. Mr. Becker asked me to yield. 

Mr. Becker. Go ahead. 

Mr. Byrne. I come from an area where we have Indians, too, in 
Chicago. Do you think if we can get rid of foreign aid that the 
Indians would take it back, without a mortgage, I mean? We might 
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get some unsuspecting Indians that might take the country back if 
we pet rid of that mortgage. Is that right? 
r. Smiru. Yes. 

Mr. Becker. If we talk about priority of interest and this being 
the greatest country in the world, no one has a priority of interest in 
that respect. I think we all have it, but if you can find in the Con- 
stitution the philosophy that you can tax a portion of the people for 
the benefit of others, you point that out to me. I read it quite thor- 
oughly, and I would like you to show it to me. Show me any part 
of the Declaration of Independence or the Constitution of the United 
States where there is the philosophy expressed that.we can tax cer- 
tain people so that other people may receive benefits such as you 
receive here in the way of freedom from taxes by a utility, which is 
charged back by the United States Government against us. 

The only reason we pay high rates in the other parts of the country 
is because we y 7 those taxes. Eliminate those taxes and express that 
philosophy of eliminating taxes on utilities, and we will pay’ about 
the same rates that the cooperatives in the Tennessee Valley Author- 
ity area can get it for. That has been proven in the Niagara power 
development and other developments that we had. 

I hope the people down there, like Zeb West and others, may realize 
that, Mr. Roberts. That is the only thought I have in mind. 

Mr. Sarru. I would suggest the gentleman check up on his own 
private utilities. The private utilities in my State of Mississippi, 
which pay taxes on the same scale as yours in New York, have a much 
lower rate than the ones in New York. 

Mr. Becker. That is right, but our wage rates in New York are 
twice as high as your wage rates in Mississippi, Mr. Smith. There 
are many factors that enter into it. 

Mr. Smirn. I thought that taxes were the only thing that had to 
do with it. 

Mr. Becker. We did not talk about wage rates here. 

Mr, Smiru. Let us get back to this question. The wage rates have 
something to do with high rates in TVA also, Frank. 

Mr. Dalawia any question ¢ 

Mr. Batpwin. No questions. 

Mr. Smiru. Mr, Stauffer. 

Mr. Sraurrer. I have just one question to ask the chairman and 
not the witness. 

It seems to me that the economic condition of Mississippi par- 
ticularly is improving tremendously down there. You speak of buy- 
ing an automobile from the manufacturers in the North as though 
you were taking the money out of Mississippi and sending it on 
north. Now, we are sending a little money down in Mississippi for 


oil, which is becoming quite a product down there. We are sending 
some money down there for paper and supplies made out of eae 


wood. We are sending some money down there for sugar and for 
different things. So the economic conditions of the two areas are 
coming closer and closer together. 

There has always been a question in my mind as to how much 
longer the so-called rich States of the North can keep on helping 
out the so-called poor areas in the South, when your people are really 
coming up in our whole economic system. 
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Mr. Smiru. Thank you. I appreciate the comments of the gentle- 
man. In fact, I agree that, when the average per capita income in 
Mississippi reaches that of Pennsylvania, I am in favor of giving the 
TVA toa syndicate headed by Mr. Becker. 

Mr. Becker. I will take it, with the same tax exemption. 

Mr. Smrrx. Mr. Byrne. 

Mr. Byrne. Thank you. I have no questions, but I would like to 
ask a few questions of the gentleman who preceded this gentleman. 

Mr. Smirn. He will be back. He is introducing the other 
witnesses. 

Mr. Byrne. If I may, Mr. Chairman, I would like to question him, 
or is he going to continue now ? 

Mr. Smiru. Let him continue first. He has one other witness to 
introduce, so let him complete that, if you will. 

Mr. Byrne. Very well. 

Mr. MacFartanp. May I continue, Mr. Chairman ? 

Mr. Smiru. Yes, Mr. MacFarland. 

Mr. MacFartanp. As Mr. Roberts’ story indicates, power is the 
tool that makes it possible for hundreds of thousands of rural people 
to have running water on the farm. As more people get water sys- 
tems—and with them, electric heaters, washing machines, and: other 
equipment—our distribution systems must have the power to serve 
these growing loads. The use of electricity on the farm is not the 
only frontier that still needs exploring. One of the major problems 
of the valley today results from a declining agricultural economy and 
the inability of the region to provide jobs for its ever-increasing 
population. 

As Mr. Jones brought out earlier, in 1933 the per capita income in 
the valley was only 45 percent of the national average. Gradual im- 
provement has been made during the last 2 decades, but even today, 
the per capita personal income is only 63 percent of the national 
average. This is a deplorable situation not only from the standpoint 
of the region, but also because people with only 63 percent of the 
national average income can provide only 63 percent as good a market 
for the Nation’s goods. 

The people of the valley have been working—and TVA has been 
working with the people of the valley—in an effort to develop the 
region’s basic resources as a means of improving the economic situa- 
tion. We have seen the important part that power can play in this 
type of development. As an example of what I mean, I would like 
to have Mr. J. H. Nicholson, of Clifton, Tenn., relate to you a story of 
the development of one of the South’s major resources—timber. 

Mr. Sarrn. Come around, Mr. Nicholson. 

Before Mr. Nicholson takes the stand, I would like to ask our dis- 
tinguished colleague, Mr. Ross Bass, to introduce him. 

Mr. Bass. Thank you, Mr. Chairman. It is a pleasure for me to 
be with your committee this morning on these important hearings. 

I would like to welcome to Washington and to the committee Mr. 
Nicholson, who is a constituent of mine from Wayne County, Clifton, 
Tenn. I feel quite sure that the information he has and the field he is 
working in, which is that of timber development and other related 
areas, has been brought about and progressed by the great develop- 
ment of TVA, and that it will be a good story for the committee. 
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Mr. Nicholson, it is a pleasure to be here to hear your testimony 
this morning. 

Mr. Nicnotson. Thank you, Mr. Bass. 

Mr. Chairman and gentlemen. I have been asked to present to this 
committee an illustration of the influence of the Tennessee Valley 
Authority in the development of natural resources and the subsequent 
increase in the use of electrical energy. 

I might say that my name is J. H. Nicholson, and I am vice presi- 
dent and land manager of the Hassell & Hughes Lumber Co. in Wayne 
County, Tenn. I have here a brief report of what has happened to 
a small business in a rural community. 


LOCATION AND OWNERSHIP PATTERNS 


Our county, which is in area the second largest in Tennessee, lies 
‘along the Alabama line. One corner of the county touches the Ten- 
nessee River as it runs north across the State toward the Ohio. The 
greater part of the land is hilly and rough. More than 80 percent of 
the land is in forest cover of some sort. Only the creek bottoms and 
narrow valleys were entered by the early settlers for farmlands. 

Perhaps you gentlemen from the sections of the United States where 
land has been divided into sections and quartersections may not under- 
stand that term, “entered.” When aman decided to take some part 
of the Government land in my part of the State of Tennessee, he 
employed a county surveyor, who employed one of these old staff 
compasses, They cut a pole a rod long and headed off in the direction 
the compass said was north, and they measured so many poles until 
they got the block of land they wanted and sent that description to 
the Secretary of State. That was then entered as the property of 
that man, described from a rod to a stump, and a stump to a tree. 
Those are the land descriptions in that part of Tennessee. We do 
not have sectionalization there. 

As I said, the land was so rough that only the creek bottoms and 
the narrow valleys were taken up for farming purposes, The balance 
of the land, later, the larger blocks of rough hill lands, were taken up 
by land speculators, a pattern of ownership which has greatly affected 
the development of the resources of the county. There is today no 
railroad in the county and our products are hauled out either by 
truck or river barge. 

EARLY USES OF TIMBER 


Because of its relative isolation, Wayne County was one of the last 
sections of the State to have its timber resources exploited. Not 
until after 1885 was there any concerted effort to harvest the virgin 
stands of timber to be found in the hills. From 1885 until 1900 there 
was a good market for yellow poplar logs which were hauled by 
oxcart to the river bank at Clifton, and from there rafted to Paducah 
and Cairo to become barge timbers. 

Next came the cooperage manufacturers of Kentucky and Tllinois to 
remove the top quality white oak for barrel staves. This timber was 
also rafted down the river from Clifton. Then followed the great 
demand for crossties for the use of the Nation’s rapidly gowing 
railroads, 
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WAR DEMAND FOR TIMBER 


With the outbreak of World War I in Europe in 1914, the harvest 
of timber began in earnest. Lumber, crossties, tanbark, timber of every 
description poured from the woods. The United States Government 
built an alcohol-distillation plant and encouraged the Louisville & 
Nashville Railroad to build a spur line to Collinwood, Tenn. This was 
the only railroad ever built and operated in Wayne County and one 
which was abandoned in the early thirties. At the close of the war— 
World War I—the postwar building boom continued to remove timber 
in large quantities, particularly the pine stands of the southern section 
of the county. 

We are in that portion of the timber belt which is just on the edge 
of the pine regions of Alabama and Mississippi and the hardwood 
regions of Tennessee, and we have a mixture of both types of timber. 


EXHAUSTION OF TIMBER SUPPLY AND FAILURE OF OPERATORS 


In the late twenties, with timber becoming exhausted and markets 
falling off, many of the larger operators went bankrupt and cutover 
timberlands were sold for taxes. 

No one placed much value on such lands, except as grazing grounds 
for scrub range cattle. Forest fires raged uncontrolled and almost 
unnoticed. 

It has been estimated that for the first quarter of the present cen- 
tury, 1 out of every 2 persons in the county received all or most of 


his livelihood from timber or lumbering operations. 

With the loss of revenue from the cutover timberlands, residents 
were forced to leave in search of work or to clear the rough hill 
lands and attempt to scratch a livelihood from the poor soils. 


DARK FUTURE FOR LUMBER COMPANIES 


This was the economic picture when the owners of the Hassell & 
Hughes Lumber Co. purchased one of the larger blocks of cutover 
timberland in 1939. This company, which had managed to survive 
the depression, purchased this acreage with the intention of gleaning 
any merchantable timber remaining on the land and closing out their 
lumber business in 5 or 6 years. 


AROUSED INTEREST IN FOREST MANAGEMENT 


During this period the TVA Forestry Department was conducting 
an extensive educational program in forest conservation through and 
with the assistance of the rural schools in our particular county at 
that time. 

As a result of this educational program, the owners became inter- 
ested in the possibilities of growing enough timber on their own lands 
to keep the mill in operation for a long period of time. They ap- 

lied to the Forestry Department of the Tennessee Valley Authority 
or advice and technical assistance in conducting a preliminary study 
of the possibilities. As a result of these studies, the company em- 
barked on a long-range management program which has been remark- 
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ably successful and which has tremendously influenced the develop- 
ment of forest resources in our county and all over the TVA region. 


REHABILITATION STEPS 


As a first step in the rehabilitation of the depleted timberlands, it 
was necessary to halt the destructive forest fires. The lumber com- 

any, working through a local association and with the aid of the 
Wetineasde Division of Forestry, established and financed an effective 
fire-control organization on a countywide basis. rt 

The lumber company, in order to rebuild its stand of timber, found 
it necessary to drastically curtail the amount of timber cut annually 
from its own lands. Since the oe of their program, the 
company has selected and marked all trees to be removed from the 
woods. 

CHANGES IN MANUFACTURING METHODS 


In order to survive on the curtailed supply of raw materials, the 
company was foreed to make many changes in its manufacturing and 
marketing practices. At the beginning of the program, the company 
was operating a concentration yard and planing mill. Its principal 

roducts were rough-oak lumber and dressed-pine construction lum- 
Baie The total number of products ‘manufactured probably did not 
exceed one dozen. 

With its lumber supply cut approximately in half, the company 
began more intensive manufacturing operations. New machinery 
was purchased and new products developed. Each new product pro- 
vided employment for additional men and brought additional labor 
income to the community. The company’s manufacturing operations 
now require approximately five times as many men as they did in 
1939, and the gross annual value of manufactured products has more 
than trebled. 

CHANGES IN APPEARANCE AND ATTITUDE 


Perhaps the most striking changes which have taken place in the 
county lie in the physical appearance of the landscape and the attitude 
of the inhabitants. In 1939, forest fires burned over approximately 
30,000 acres. This has been reduced to less than 2,000 acres for the 

ast several years. The hills are becoming covered with young, 

ealthy trees. Farmers and other landowners planted about one-half 
million tree seedlings during the past season. Timber is looked upon 
as a valuable resource, and it bids fair to take its former place as the 
chief product of the county. 


INCREASED DEMAND FOR POWER 


The lumber company, at the beginning of its program, operated its 
plant with a steam engine. The only electricity used was for lights, 
pumps, and a few small motors in the tool-grinding room. Today, 
with its many saws, molders, and other electrical equipment, the com- 
pany has become one of the largest consumers of electricity within our 
immediate area. The company’s management plan, if carried out, in 
another 20 years will produce 4 times its present annual cut. This 
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volume of timber, along with the timber of neighbors who are follow- 
ing the example of the company, will produce a tremendous workload 
for men, machines, and electrical energy. Another lumber industry, 
the Holthouse & Hartup Handle Co., of Wayne County, has followed 
our example. They have purchased land to furnish a continuous sup- 
ply of lumber. They have enlarged and electrified their operations. 

We understand that many other lumber companies and landowners, 
both in and out of Tennessee Valley, who have had an opportunity 
to observe the program of the Hassell & Hughes Lumber Co., have 
embarked on similar programs. As these plans develop, and pro- 
cessing of lumber products is increased, additional electric power 
will be needed. 


INFLUENCE OF TVA 


Throughout the early years of their program, the Hassell & Hughes 
Lumber Co., received encouragement and occasional technical help 
from the foresters of the TVA. It is unlikely that this project, 
which has done so much to restore the natural wealth of a whole 
community, would have originated but for the inspiration and guid- 
ance of the Tennessee Valley Authority. 

I do not know the exact amount of money the TVA has expended 
in Wayne County on this program. But I do know that it has been 
a good investment for Uncle Sam. The Hassell & Hughes Lumber 
Co., which expected to be out of business in less than 10 years, is stall 
going strong after i6 years, and each year pays substantial income 
taxes to the Federal Government. The potential manufacturing pos- 
sibilities of the company have just begun—and all of this economic 
development came about through encouragement of better use of our 
resources. You cannot have the growth of small manufacturing plants, 
with the effect it has on the economy of an area, without having a 
growth of electric-power needs too. 

I thank you, sir. 

Mr. Smiru. Thank you very much, Mr. Nicholson. 

Mr. Jones. A splendid statement, Mr. Nicholson. 

Mr. Byrne. May L ask a question ? 

Mr. Smrrn. Mr. Mack. 

Mr. Mack. I was rather interested in your observations, Mr. Nichol- 
son, about the part that the TVA plays in forestry. Does TVA have 
a forestry agency, and what is its purpose? Is it to develop the future 
forestry resources of the area ? 

Mr. Nicxnorson. The Forestry Department of the TVA works pri- 
marily with the State institutions which, when they came into the 
valley, were underfinanced and did not have enough personnel to do 
the job. They helped the Tennessee Division of Forestry to develop 
until, at the present time, most of the contacts that we have are 
through the Tennessee Division of Forestry. 

Mr. Macx. Is this forestry agency purely advisory and educational ? 

Mr. Nicnorson, Yes, sir. 

Mr. Mack. Or does it supply money for program purposes? 

Mr. Nicnorson. It was purely advisory and educational. 

Mr. Mack. Then, as far as the decrease in forest fires is concenred, 
the TVA played no actual part in providing the equipment to fight 
fires ? 
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Mr. Nicuotson. No, sir; except through their educational program. 
Mr. Mack. Thank you. 
.‘Mr. Smits. Mr. Wright. 

Mr. Wricut. No questions at this time. 

Mr. Smrrx. Mr. Byrne. 

Mr. Byrne. Mr. Nicholson, on page 3 of your statement you speak 
about the company’s manufacturing operations now requiring five 
times as many men as they did in 1939. Have you some figure or 
figures there relative to the number they employed in 1939? 

Mr. Nicuorson. Yes, sir. We employed in 1939 between 40 and 
50 men, and we are presently employing about 200. 

Mr. Byrne. I see. That is all. 

Mr. Smiru. Thank you, Mr. Nicholson. 

Mr. MacFarland, will you return, please ? 

Mr. MacFartanp. As is so clear from Mr. Nicholson’s story, the 
development of each of these resources—such as timber—will inevit- 
ably result in increased industrial use of power. Equally clear is the 
fact that this increased employment and increased personal income 
will mean more purchases of appliances—and more use of electricity 
in the home. 

Mr. Chairman, the people of the Tennessee Valley are proud of the 
record which our local distribution systems have made in the past 
two decades. But we are thinking:today of the future, of the new 
challenges that lie ahead as the valley strives to continue its growth. 
We know that our growth will mean more markets for the Nation, 
and a more prosperous economy for all the people of the country. 

We believe that the bill before this committee will provide a means 
for this area to continue the kind of record of growth I have attempted 
to outline before you today; the kind of comparative measure of 
utility rates and costs which our locally owned distribution systems 
have provided in the past. Obviously, TVA needs additional sources 
of capital to provide new capacity. Otherwise, an artificial ceiling 
will be placed on the development of this region. The bill proposed 
by Mr. Davis and Mr. Jones seems to us to provide a workable method 
of providing new capital through the use of electric-system revenue 
bonds. Another way of stating what this bill would do is that it 
would authorize our 150 local systems to pledge to TVA—and TVA 
to accept that pledge—that we would pay through our future whole- 
sale-power bills from TVA for the facilities it builds. The organiza- 
tion which I am representing today, the Tennessee Valley Public 
Power Association, unanimously endorsed this idea at its last annual 
convention. 

On behalf of the distributors of TVA power and the more than 5 
million people who use TVA power, I urge you to approve legislation 
to give TVA the authority it should have to meet its power needs as 
they arise. 

Mr. Smirn. Thank you very much, Mr. MacFarland. Any ques- 
tions, Mr. Jones? 

Mr. Jones. No questions. 

Mr. Smirx. Mr. Mack. 

Mr. Mack. Mr. MacFarland, in discussing the taxes paid by the 
local utilities to the cities, counties, and States, you an of that as 
being about $6,900,000. 
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Mr. MacF artanp. I believe that is correct, sir. 

Mr. Mack. What started the payment of taxes by these utilities 

to the States, counties, and cities? Was it some Federal law or State 
law ¢ 

Mr. MacFaruanp. In the case of the utilities in Tennessee the State 
law requires the Public Service Commission to fix an ad valorem tax 
on utilities. In Tennessee the Public Service Commission cannot or 
does not fix the rates of the TVA distributors, in the rural electric 
system. 

Mr. Mace. It isa State law rather than a Federal law ? 

Mr. MacFaruanp. It is a State law in Tennessee, and is also pro- 
vided for in the TVA power contract. As to Mississippi and Alabama 
and other States using TVA power I am not qualified to speak. 

Mr. Mack. On these payments made by TVA in lieu of taxes, is 
that under State law or Federal law? 

Mr. MacFarianp. Will you indulge me a moment? The TVA 
payments are made under the Federal law. 

Mr. Mack. I think you are correct. That is all. 

Mr. Smrru. Mr. Wright. 

Mr. Wricut. I would comment there, having had the experience 
of serving as mayor of a small town which generated and distributed 
its own electric power, that I can understand the burgeoning need for 
additional transmission and distribution facilities as our population 
grows and as our civilization expands. Our need for electric power 
skyrockets per capita. 

Mr. McFaruanp. Yes, sir. 

Mr. Wricut. And I think I can understand the situation that you 
find yourself confronted with. You are asking in this bill that the 
TVA be permitted to sell bonds? 

Mr. MacFartanp. That is right. 

Mr. Wrient. Which would find their place in the market with any 
other bonds of similar type. May I ask you this one question. As I 
understand it you come from Lebanon, Tenn. 

Mr. MacFartanp. Yes, sir. In that connection, Mr. Bass spoke 
of one of his constituents from Wayne County. I might remind our 
distinguished Congressman that although I practice in Labanon I am 
his constituent as I live in Castalian Springs, Tenn. 

Mr. Bass. Mr. Chairman, I apologize for not getting here in time 
to introduce my distinguished constituent. 

Mr. Wricurt. Is the area in which you live presently served by 
TVA power? 

Mr. MacFartanp. Yes, sir; it is. Both the municipal and the 
rural areas are served by TVA power. In the particular area where 
I live, over 30 miles east of Nashville, about 15 miles south or south- 
west of Nashville there is a privately owned distribution system oper- 
ating in the city of Franklin, Tenn., which buys power from TVA. 
There is a similar system at Bells in west Tennessee; and Kingsport, 
in east Tennessee is served by a private company. There are five 
independently, privately owned electric utilities in the State of Ten- 
nessee at the present time. 

Mr. Wrieut. Then it is not contemplated by this legislation which 
you advocate, to increase the general area of service? 

Mr. MacFartanp. I do not understand that to be a part of the bill. 
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Mr. Wricut. But it is planned to increase the quality of the service 
within the area it is presently in # 

Mr. MacFaruanp. Yes, sir. 

Mr. Wricut. I believe that is all the questions I have at the present 
time. 

Mr. Smrrn. Mr. Becker. 

Mr. Becker. No questions. 

Mr. Smiru. Mr. Stauffer. 

Mr. Sraurrer. Mr. MacFarland, right along that line, as I under- 
— the area that you represent, it is well within the Tennessee 
Valley. 

Mr. MacFartanp. Yes, sir. 

Mr. Sravrrer. This legislation, as I see it, would permit the 
Tennessee Valley Authority to expand its distribution and finally 
its production area beyond the Tennessee Valley. Would you object 
to a well-defined area of distribution which would become part of 
this bill so that the Tennessee Valley Authority cannot continue to 
expand beyond its original purposes? 

Mr. MacFartanp. May I answer that, sir, and htne offer some expla- 
nation of my answer? Personally, sir, I would have no objection. In 
the final analysis that is a matter that will certainly be settled by you 
gentlemen in the Congress of the United States, and my personal feel- 
ings on it, of course, could not reach that far as I see it. Asa personal 
matter I would have no objection, but may I observe at this time that 
in my experience with the TVA, as we say in Tennessee, they have 
got about all they can say grace over at this time. 

I have not heard any indication from anybody in TVA that I have 
talked to over the past 5 or 10 years, and I have talked to practically 
all of them within the last 4 or 5 years, and they are not particularly 
anxious—if they tell me their feelings, and I feel they do—they are 
not anxious to expand anywhere but only anxious at this time to take 
care of the anticipated growth right in their own backyard. 

I do not foresee the spread of TVA to any other area. 

Mr. Sraurrer. Well, of course that attitude is different from what 
it was 3 or 4 years ago. 

Mr. MacFaruanp. I do not know about that, sir. 

Mr. Sraurrer. When they came in here with the request to build 
a steam plant over near Memphis. 

Mr. MacFaruanp. Yes, sir. I am familiar with that. 

Mr. Sravrrer. This request was not granted. 

Mr. MacFartanp. Yes, sir. 

Mr. Sraurrer. There is one other question, which I would like to 
know about. Where do these cooperatives raise their money for the 
transmission lines? 

Mr. MacFarianp. Under the REA Act they borrow their money 
from the Government and REA advances the funds to them at interest. 
As I recall the rate of interest at the present time it is 2 percent. The 
particular cooperative that I represent has reduced its rates recently 
and are as far ahead in their advance payments as the REA will allow 
them to be. We would like to get it out of debt. 

I have heard the board of trustees, composed of 9 farmers, or 8 
farmers and 1 attorney, make that expression, that they would like to 
repay to the Government all of the loan. 
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Mr. Sravrrer. In other words, you fix your rates and operate the 
company in such a way that you can pay the Government interest and, 
amortize the loan? 

Mr. MacFartanp. Yes, sir 

Mr. Sravurrer. Over what period of years is that? 

Mr. MacF artanp. I believe these loans are on.a 40-year basis. 

Mr. Sravurrer. And that is being done? 

Mr. MacFaruanp. Yes, sir. We have actually made requests of 
REA to pay more in advance, to cut out that interest, but that ques- 
tion is under consideration at the present. time. 

Mr. Sraurrer. We will see that you are given that permission. 

Mr. Smrrn. Mr. Byrne. 

Mr. Byrne. Mr. MacFarland, in the community served by the mem- 
bers of the Tennessee Valley Public Power Association you have 
approximately some 150 municipal and cooperative distributors. Is 
that correct ? 

Mr. MacFaruanp. I believe that is correct. 

Mr. Byrne. You spoke of some five privately owned utilities in 
Tennessee. 

Mr. MacFarnanp. Yes, sir. 

Mr. Byrne. In the area served by the members of the Tennessee 
Valley Public Power Association are there any privately owned: 
utilities ? 

Mr. MacFaruanp. In Alabama the Alabama Power Co.; and most 
of Mississippi is served by the Mississippi Power Co. and the Missis- 
sippi Light & Power; and in Kentucky, the Kentucky Utilities Co.; 
and over in the eastern section of our State, from Virginia I believe 
either Duke or Caroline Light & Power serves there. We are sur- 
rounded fairly well by private utilities in this general area. 

Mr. Byrne. In those States you have mentioned and in that gen- 
eral area, what would they total, approximately ? 

Mr. MacFartanp. How many? 

Mr. Byrne. Yes. 

Mr. MacFaruanp. I believe there are 12 power systems that sur- 
round and touch the TVA area. 

Mr. Byrne. And the members of those municipal and cooperative 
distributors that you represent, which are part of the Tennessee Val- 
ley Public Power Association, do they make individual contracts with 
the TVA? 

Mr. MacFartanp. Are you speaking now, sir, if I may ask for 
clarification—are you speaking of the cooperatives or of the munici- 
palities, or of both? I can speak with particular reference to the 
situation in Tennessee, being fairly familiar with that. As to munic- 
ipalities, the rates are set by TVA to the municipalities as a result 
of contract. The rural electric rates—there are 23 rural electric co- 
operatives presently operating in the State of Tennessee, and their 
rates are prescribed by contract with the TVA. 

Mr. Byrne. And is that contract an individual contract or a series 
of contracts? 

Mr. MacFaruanp. I would say that your description of it as a 
series of contracts—that is an individual contract for a definite 
period of time which is renewed before expiration. 
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Mr. Byrne. Do you contract with any of these privately owned 
utilities in the area that your association serves? 

Mr. MacFartanp. Does TVA contract with any of them? 

Mr. Byrnz. Do you? 

Mr. MacFartanp. No, sir. 

Mr. Byrne. Do clients of yours—the people you represent ? 

Mr. MacFar.anp. No, sir. I represent one cooperative, the Mid- 
die Tennessee Electric Cooperative. 

Mr. Byrne. One cooperative ¢ 

Mr. MacFartanp. Yes, sir. 

Mr. Byrne. And you do not secure any power from any privately 
owned utility ? 

Mr. MacF artanp. No, sir. There is no source of power other than 
TVA in this area that I am familiar with. 

Mr. Byrne. Does the contract that you have with TVA contain a 
sole-supplier clause which requires you, as the purchaser, to take it 
only from the TVA 

Mr. MacFartanp. I do not know whether it does or not, but I can 
procure one of those contracts for you. That matter pretty well takes 
care of itself due to the fact that we could not buy from anyone else. 

Mr. Byrne. In other words, you do not know whether or not it con- 
tains such a clause? 

Mr. MacF aruanp. I am quite frank to say I do not. 

Mr. Byrne. That is all. 

Mr. Jones. I have one question. 

Mr. MacFaruanp. Yes, sir, Mr. Jones. 

Mr. Jonxs. Do you know of any utility, either private or public, in 
the United States that executes contracts without a sole-supplier 
provision in it? 

Mr. MacFaruanp. No, sir. Of those that I have seen in my con- 
nection with the Tennessee Public Service Commission all had them 
in it, and I have seen a number of them. 

Mr. Jongs. That is all. 

Mr. Byrne. In other words, as I understand your answer, regard- 
less of where it is, whether it is your individual company or anyone 
doing business with the Tennessee Valley Authority, they sign a con- 
tract whereby they secure all of their electrical power from the TVA? 
Is that right? 

Mr. MacFartanp. Yes, sir. 

Mr. Byrne. They could not secure any part of it from any private 
enterprise. Is that right? 

Mr. MacFaruanp. So far as I know they could not. 

Mr. Byrne. If TVA is unable to take care of a territory at this 
time and there are private utilities in and about that territory, is there 
any reason why they cannot or should not take part of that power 
from a private enterprise or a private utility ? 

Mr. MacFarnanp. Sir, I am not a philosopher, and in answering 
that I cannot think of any reason. If there was a power shortage 
and power was available in order to keep the lights on in the valley, 
I assume that the management of a municipality or’a cooperative, in 
order to keep the lights on and the power running in a hospital would 
take it where they could get it, if it were not available from TVA. 
But I can say I do not know of any other source of power available in 
that immediate area except from the TVA. 





122 TENNESSEE VALLEY AUTHORITY FINANCING 


Mr. Byrne. But if you had a sole-supplier clause in that TVA con- 
tract you would be barred from getting it anywhere else? 

Mr. MacFarianp. Yes, sir. Until the expiration or amendment 
of the contract. That would follow. 

Mr. Byrne. That is all. 

Mr. Jones. Do you know how the TVA could carry out its function 
under the contract, how they could know how much power would be 
required of their entire system if they did not depend on the contracts 
they make for the distribution of the power? Would it not be poor 
management and business practice not to have a sole supplier con- 
tract.? 

Mr. MacFaruanp. I would agree with that, sir. I believe it. would 
be poor business. 

Mr. Jones. So if there is a sole-supplier clause or provision in the 
contract then in your opinion, as a utility lawyer, they would be fol- 
lowing good business practices as followed both by private and public 
utilities ? : 

Mr. MacFaruanp. In answer to that question, Mr. Jones, there is 
nothing novel about a sole-supplier clause in a contract. It is in prac- 
tically all of the utilities contracts that I have seen, I would say, 

Mr. Sraurrer. Just:one question, Mr. Chairman. Beyond the area 
of the Tennessee Valley there are cooperative organizations who are 
buying their power from private electric companies. 

Mr. MacFaruanp. To my personal knowledge there are, near Baton 
Rouge, La. 

Mr. Sraurrer. And over in Arkansas. 

Mr. MaoFartanp. Yes, sir. In the Middle West there are, 

Mr. Sraurrer. And even up in Pennsylvania, where I come from, 
they are buying their power from private power companies. 

Mr. MacFaruanp. Yes, sir, and in many other parts of the country. 

Mr. Sravrrer. Their job is distributing the power on a cooperative 
basis. 

Mr. MacFartanp. Yes, sir. 

Mr. Sravurrer. Regardless of where they get the power. 

Mr. MacFaruanp. Yes,sir. There are a number of members of the 
national organization, the NRECA, from your State. I have met and 
talked with a good many of those gentlemen at the convention of the 
National Rural Electric Cooperatives Association, which has its head- 
quarters here in Washington. I am not aware of where that power 
comes from, but I assume it is from private generating facilities. 

Mr. Staurrer. But the differences is you are able to take advantage 
of the low rates for the power produced in the TVA area. 

Mr. MacFaruanp. Yes, sir. 

Mr. Sravrrer. Whereas they possibly have to pay a higher rate 
than you do? 

Mr. MacFaruanp. I am not familiar with the rate schedules as com- 
pared with TVA, but I do understand they are higher. 

Mr. Suorn. If there are no further questions, thank you again Mr. 
MacFarland. 

Mr. MacFaruanp. Thank you. 
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Mr. Bass. Since these are two of my constituents, may I have per- ii] 
mission to insert my indorsement of everything that they have said i 
here, and to express my appreciation to them for coming to Wash- i 
ington. I am proud to ‘ooh this committee see what kind of folks we it 
have down in middle Tennessee. if 

Mr. Byrne. I think your fine constituents even helped the cherry 
blessoms along. 

Mr. Bass. They certainly did. They brought some of that sun- 
shine from Tennessee up here. 


Mr. Smiru. Weare glad to have both you and your constituents here. 4] 
Mr. Wessenauer, would you care to take the stand and resume your 
testimony? Mr. Wessenauer, about how much more of your formal 
statement do you have? 


STATEMENT OF G. 0. WESSENAUER, MANAGER OF POWER, ACCOM- 
PANIED BY R. A. KAMPMEIER, ASSISTANT MANAGER OF POWER, 
AND JAMES E. WATSON, DIRECTOR OF POWER UTILIZATION, q 
TENNESSEE VALLEY AUTHORITY—Resumed 


Mr. Wessenaver. I would hope, sir, I could finish in half an hour. 

Mr. Smiru. I hope that the committee will indulge Mr. Wessenauer 

to finish his statement and then we can take up the questioning of him 

at length at the next session, since it would help push things along to A 

have him complete. , 
Mr. WessEenaveEnr. I believe I started to discuss some of the financial 

statistics relating to the TVA power program and I will resume at 

that point. I would like to submit for the committee an abbreviated 

income and expense statement covering the last fiscal year, and also j 

summarizing the total revenue for the 23-year period 1933 to 1956. 4 

I have some tables which I think you may find convenient to have 

before you as I discuss the figures contained in them. | 
Mr. Sire Without objection we will insert that. | 

(The table referred to is as follows :) 
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Financial resuits of the TVA power program 





Power investment: Average during the period--.-....................-...-.-- . 
SO II I Sia on Sills cena wttnadbenbioheuesobinisbicmeiedaunian , 1, 238. 4 a 
Power expenses: a 
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Mr. Wessenaver. The first column of figures relates to the fiscal year 
1956. During the fiscal year the average investment, from all sources 
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of funds, in electric plant in service was $1,380 million. The total 
em from the sale of power during the fiscal year 1956 were $221.6 
million. 

During the year we had power expenses in various categories, the 
largest one, of course, being-——— 

Mr. Brecxer. I do not understand this first part here, if I may try 
to clarify it. In the column “Fiscal year 1956” you have $1,380 
million, and then you have the average over a 23-year period of $397.2 
million. 

Mr. Wessenaver. That is right. 

Mr. Becker. What do you mean by that figure? Per year? You 
say “average during the period.” 

Mr. Wessenavrr. Yes, sir. That would have been the average. 
The first years we had less than $100 million investment and in subse- 
quent years it was larger, and it has grown until over the 23-year 
period we have had an average of $397.2 million. 

Mr. Becker. Yes,sir, but 1 do not get that average. 

Mr. Smrru. I interpret it to mean the average they have invested 
there over the 23 years. The first year they had merely $100 million, 
or something like that. The last year, 1956, they had $1,380 million. 
The average of all 23 years is $3979 million. Is that correct? 

Mr. Wessenaver. That is correct. 

Mr. Brecker. I do not understand it, but go ahead. If you average 
$397 million per year for 23 years your total is $1,380 saillins for all 
moneys in power investment. Is that right? 

Mr. Smiru. No. 

Mr. Wessenaver. Let me take the example of just 2 years. Let us 
say the first year we have invested $100 million. The second year 
the investment increased to $200 million. The average investment 
during the 2 years would have been $150 million. 

The purpose of the first number is to relate it to the net income so 
that I can indicate to you the rate of return on the average investment 
which was in use during that period of time. Does that help to make 
it clear f 

Now turning to power expenses, the largest item is production ex- 
pense, which is the amount of money required for the operation 
and maintenance of the pomning facilities, which includes both the 
hydro and steam plants. It includes wages paid to the men who 
operate the plant, and so forth. The largest component of that is the 
amount paid for fuel. During the fiscal year approximately $78 
million was paid for the fuel which is burned in the steam plants. 

The second item, transmission expense, represents the operation and 
maintenance of the transmission lines and sabuations 

Other operating expenses, the third item, include the expenses in- 
curred in administration of the program, meter reading and billing, 
and so forth. 

The fourth item is tax equivalents, the payments made by TVA to 
local and State agencies in accordance with section 13 of the TVA Act. 

Mr. Mack. What.is that-based on? A certain percentage of what? 
The net or gross ? 
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Mr. Wessenaver. The gross, sir. It is based on 5 percent of the 

oss revenues from power sales to ogencipn other than the Federal 
cersminnt. In other words, the sales made to Federal establish- 
ments are excluded in calculating the payment. REIS 

Mr. Mack. The sales to other than Federal establishments would 
be about $80 million to $90 million ? 

Mr. Wessenaver. The sales for that year were a little less than half 
the total, sir. 

Mr. Becker. Sales to Federal agencies, as I understand your pre- 
vious testimony, amounted to about 57 percent. That is to Govern- 
ment agencies. That is correct; is it not? 

Mr. Wessenaver. That is right; 57 percent of the kilowatt-hours: 
The revenues from Federal agencies during the past fiscal year were 
about $125 million. 

The final item under “Expenses” is the amount charged against 
operations during the year for depreciation and amortization of the 
physical plant. That amounted to $38.1 million. Our depreciation 
is calculated on the basis of using straight-line depreciation. That 
is, if it is a 5-year-life plant, we cnange off one-fifth each year. If it 
is a 20-year-life piece of property we charge off one-twentieth each 
year. That makes total expenses and depreciation during the fiseal 
year 1956 of $167.7 million, leaving a. net income from power opera~ 
tions of $53.9 million. vet 

Relating that amount to the average investment in power facilities 
in service during the year of $1,380 million shows that the operations 
were earning a return of 3.9 percent on that investment. be nie 

Mr. Mack. When you speak of amortization you do not refer by 
that to your payments to the Federal Government; do you? \ «00 

Mr. WessEnAvER. No, sir. I am simply referring to certain assets 
and items of property, such as the dams, which have a very long life. 
We arbitrarily use 100 years for the purpose of amortization of danis 
in charging annually to this item. ry a 

Looking over the 23 years of record, the earnings of $364.8 million 
represented an average annual return of 4 percent on the investment 
which was devoted to the power program during that period of time: 

Mr. Becker. That is a return on an investment not bearing interest ? 

Mr. WessenAver. That is the total return on the total investmen 
Mr. Becker, whether the funds were made available originally through 
appropriations or the issuance of bonds or investment of previous 
ye om 

Mr. Becker. Yes. 

Mr. Wessenaver. Another element on which I would like to report 
to the committee in connection with the power program is the record 
or schedule of repayments which have been made to the Treasury in 
accordance with the present law. It may be convenient for the com- 
mittee to have before it as I discuss this, a table which is printed |as 
schedule C-1, in the annual budget. . 

Mr. Smirx. Without objection that table will be inserted in thé’ 
record at this point. a 


91411—57——_-9 
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(The table referred to is as follows :) 


TENNESSEE VALLEY AUTHORITY 


ScuHEDULE C-1—Payments to U. 8S. Treasury from power income under pro- 
visions of the Government Corporations Appropriation Act, 1948 





| 
Minimum paymentsrequired | 4o of plant investment at Actual and budgeted 
under 1948 law end of previous year payments ! 


Total period Year Total period 
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1In addition to payments under the provisions of the Government Corporations Appropriation Act, 
1948, bond redemptions of $8,572,500 and other payments of $15,059,019 were made prior to fiscal year 1948. 
: 


3 Would be required if previous minimum requirements had not been exceeded. 


Mr. Wessenaver. In the Government Corporations Appropriation 
Act of 1948, an amendment was passed by the Pcmeegs which provided 
that TVA should pay into the Treasury over the next 40 years from 
1948 the amount of $348,239,240. That figure is opposite the year 
marked “1988” in the second column of figures. That represented, at 
the time that amendment was passed, the amount of the appropria- 
tion investment in the TVA power program as of that date. 

The act further required that one-fourth of that amount should be 
paid in each of four 10-year periods subsequent to that act, and that 
as a minimum $2,500,000 of the then-existing bonds should be paid 
in each year. 

Further, it provided with respect to subsequent investments of ap- 
propriated funds in the power program that the agency was required 
to pay into the Treasury amounts which would total the amount of 
the appropriations within 40 years subsequent to the time the facility 
for which the appropriation was made went into service. 

Mr. Jones. Will you restate that last sentence, Mr. Wessenauer. 

Mr. Wessenaver. Yes, sir. Let me give an illustration. For ex- 
ample, for the Shawnee steam plant—for the funds appropriated for 
that plant, which were made available subsequent to 1948, the TVA 
is required to make payments into the Treasury over the 40-year period 
from the time the facility went into service, which would canal those 
appropriations. That is the requirement of the present law. 
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T have tried to show. on this table in the first two columns of,figures 
the minimum dollar requirements and what they would accumulate te 
over a period of years. You willnotice they would have accumulated 
through fiscal year 1956 to $30,500,000 and through 1958 they accumu- 
late to $87,059,810. | wee cicrti? 

Let me jump to the final two columns, which represent:the’ actual 

ayments which were made into the Treasury during those’ years. 

he next to the last column gives the amounts paid in each:year; and 
the last column gives the cumulative payments made since the 1948 act. 

So while the minimum requirements’ through 1956 under the/law 
would be $30,500,000, the actual payments through 1956 totaled 
$186,500,000. 

Now, in order to give a still more complete picture, the other set of 
two columns marked “one-fortieth of plant investment at erd of pre-: 
vious year” is a hypothetical schedule assuming that, rather than using 
the minimum payments as a standard, average payments might ‘be 
used as a measure of the progress. BOG 

Since the payment period is 40 years, we have assumed in these 
columns that one-fortieth of the amount of appropriations invested 
as of the beginning of any fiscal year would be considered, on‘the 
average, to be the amount that might be paid in order to keep on an 
average schedule. The cumulative figures indicate, then, that throug 
1956, on that basis, there would be payments of $115,579,248. 

You will note, by comparing that with the $186,500,000 actually 
paid, that we are not only ahead of the minimum schedu e, but we are 
ahead with the payments as against an average schedule. Projectin 
those through fiscal year 1958 we are projecting total payments whi 
would amount to $226,500,000 as contrasted with a minimum payment 
of $87 million or an average payment of $183 million. 

IT should like to call your attention to a footnote in the table which 
indicates that prior to the amendment passed in’the 1948 appropria- 
tion bill, payments were made to the Treasury in accordance with 
section 26 of the TVA Act and also to retire some of the bonds which 
had been issued prior to that time in connection with some of the 
acquisitions made in 1939. You will notice that the bond redemptions 
had totaled $8,572,500 and other payments of $15,059,019 had been 
made into the Treasury, or total payments of some $2314 million 
were made prior to the more formalized requirements in the 1948 
amendment. 

So, the total payments through fiscal 1956, therefore, are approxi- 
mately $210 million, representing the $2314 million paid prior to the 
amendment and the $186,500,000 paid subsequent to the amendment. 

Mr. Mack. Do I understand from this table that TVA is making 
payment to the Government this year of $64 million in the first column 
and next to the last column ? 

Mr. Wessenaver. No,sir. The payments actually made, Mr. Mack, 
are shown fully in the next to the last column. Devinn fiscal year 
1956 we paid 859 million, and the budgeted amount for fiscal year 
1957 is $30 million. 

Mr. Mack. Why the drop this year? There were heavier pay- 
ments in former years. 

Mr. Wessenaver. Principally because we are financing some of 
the new units through the use of revenues, as discussed before the Con- 
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gress last year, so more of the funds are being required for invest- 
ment in plant. Fortunately we are well ahead of any payment sched- 
ule, whether a minimum or average schedule. 

Mr. Mack. Are you permitted to build new plants with the reserve 
funds you have on hana ? 

Mr. ilisemnerin: Not new plants, but additions to existing plants. 

Mr. Mack. I see. 

Mr. Wessenaver. To complete the financial tables, I think there 
might be incorporated in the record, Mr. Chairman, a portion of 
TVA/’s financial statements that I submitted to the committee yester- 
day. They deal with all of the TVA programs, but in order that you 

ight have a statement of the assets in the power pers it might be 
desirable to incorporate in the record the part of the tabulations be- 
ginning at the bottom of page 4, headed “Power Program Assets” and. 
continuing to the end of page 5. That will give the committee a 
convenient reference to the power assets and the operating statement 
and the schedule of repayments. 

Mr. Saaru. Without objection that table will be incorporated in 
the record. 

(The material referred to is as follows :) 


POWER PROGRAM ASSETS 


Power assets at June 30, 1956, total $1,575,560,520, exclusive of general assets 
not segregated by programs and exclusive of expenditures for multiple-use 
facilities at projects for which an allocation of costs to programs has not been 
made, These assets and their derivation are summarized as follows: 


Assets; 

“~~ Funds beld for future use under sec. 26 of the TVA Act..-..-.--.-2---2. 222222222222... $50, 381, 184 
Tpvemitortes 44555 266265: 6p. en pes kgs sent eee perenne es deb eer ete ca ne cenen,, 2h, 574, OL 
Completed plant._.......-. nuteagedeae  braiee tonaeneee 

Less accumulated depreciation. 


1, 384, 437, 136 


Total employed in power program 1, 468, 393; 171 
Construction. and investigations in progress on 107, 167, 349 


OR a ee EE nn teaebechtwer-ege-agre aya srapetas 4 


Construc- 
Employed in | tion and in- Amount 
power program | vestigations 
in progress 


Derived from: 
A RRRT MAGGS 5. 2. on ist beech cm msapp edwemnc sins e -----| $1, 258, 500,168 | $01, 693,053 | $1, 345, 193, 221 
Property transiers........-.~...-.--------+------ 2-2 =~] 19, 365, 266 19, 365, 266 
Bond proceeds : . 65, 072, 500 


1, 337, 937,934 | 91, 693, 053 | 1, 429, 680, 987 
———SSSS—— El Sere 


Payment into the general fund of the U. S. Treas- 
ury, including $45,000,000 during 1956___.--.__- 145, 059, 019 145, 059, 019 
Redemption of bonds, including $14,000, | | 
OI itt <9 py vam dmenqnoepnyersyrenpeceed 65, 072, 500 
210, 131, 519 |- ea | 940, 131,519 


Net U.S. Treasury funds_....-....-..-.-..-_:| 1, 127,806,415 | 91,693,053} 1, 210, 499, 468 
Accumulated net income......-.--s.---.--+----+----+- 15, 474, 296 355, 286, 690 
Rents and other revenues collected in advance 470, 945 
Contributious in aid of construction - ----....-.---.-.-- 
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The average net investment in completed powerplant during the fiscal year 
1956, plus allowances for power inventories, general plant used in the power 
program, and working capital, was approximately $1,380 million, Net revenue 
from operations for the fiscal year of $53,901,000 represented a return of 3.9 
percent on the average power investment. 

Mr. Wessenaver. First referring to the tabulation of assets, at the 
end of last fiscal year the physical plant in service amounted to $1 ,384,- 
437,136, and there was in inventory and cash additional amounts to 
bring the total assets in service to 1,468,393,171. There was in con- 
struction and investigations in progress a total of $107 million. 

It might be of some interest to the committee to have some indication 
of the way these assets increased over this period of time. At'the end 
of fiscal year 1939 the total power assets in service totaled about $94 
million. During the fiscal year 1940 that about doubled, mainly due 
to that, being the year in which TVA acquired a number of generating 
and transmission facilitics of the companies formerly operating in the 
area. 

Then from 1940 to 1945, the World War IT period, the assets about 
doubled so that as of June 30, 1945, there was about $405 million 
invested in the power program. During the postwar period from 1945 
to 1950 the increase was Shoat $100 million. 

Following that we were faced with a large expansion which was 
called for in connection with the increased demands for power by the 
Atomic Energy Commission both at Oak Ridge and Paducah. From 
1950 to 1956 the assets increased $975 million. About half of that 
resulted from the need to supply over 244 million kilowatts of addi- 


tional power to the Atomic Energy Commission at these two locations, 
You may be interested in Soh. ee this growth in assets the Bo 


ments which have been made through the end of this fiscal year of $240 
million. That exceeds the amount of all the appropriated and bond 
funds which had been invested in completed plant in service through 
1941, amounting to $191 million, The repayments approach the in- 
vestment through 1942 of $260 million. Stated differently, payments 
into the Treasury from power revenues equal the investment in the 
power portions of the dams, and reservoirs and units installed up to 
1942 in Wilson, Norris, Wheeler, Pickwick, Guntersville, Chicka- 
mauga, Hiwassee, and Cherokee Dams, in addition to all the generating 
and transmission facilities acquired in 1939. 

Turning if I may to the financial results of the distributors of TVA 
power, I believe the witness who was on this morning gave you somé 
indication of that. The municipalities and cooperatives have invested 
about $500 million in distribution facilities. Last year they had 
gross, receipts ele $158 million. After their expenses ahd ay- 
ments for power to TVA, and taxes and tax isha Roca had net 
receipts from operations of about. $3514 million whi represented 
about 814 percent on the investment which they had made in their 
facilities. 
, The margin is somewhat higher for the municipalities which operate 
in the concentrated load areas. It is a little bit less for the cooper- 
atives which operate in the less densely populated areas. es 

Mr, Mack, Is.that the entire group, the 35 million ? 
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Mr. Wessenaver. The entire group is $35 million. Municipalities 
had net. receipts of $25 million and cooperatives had net receipts of 
about $10million in their operations. These financial results indicate 
that they are operating efficiently and with sound results from their 
policy of promoting widespread use of electricity at the low rates at 
which they sell the.power. 

The. production expenses of the TVA and distributors run about 
half as much per kilowatt-hour as the average production expenses 
for utilities in the,Nation. The transmission and distribution costs 
and. administrative expenses and accounting expenses all run about 
half the national average costs per kilowatt-hour. 

These distributors, as a result of their operations, dedicated as they 
are to operating their systems primarily for the benefit of the con- 
sumers, have been able to reduce rates to their customers. There have 
been some. 200 rate reductions over the period of years. Just durin 
the past 21 months there have been 52 rate reductions with total annua 
sayings to the consumers in the neighborhood of $2,400,000. 

So, they are passing the benefits of their favorable operations along 
to their users... They, like we, are constantly paying attention to ways 
of reducing costs, of trying to make the operations more efficient. 

Speaking for TVA’s own operations, we try constantly to keep on 
top of that. problem... Just by way of illustration we now use heli- 
copters to patrol our lines, The. costs of patrolling by that means 
are in the neighborhood of $1.25 per mile, whereas formerly when 
we had to patrol on foot it cost us in the neighborhood of $5 per mile. 

We utilize remote control equipment in our hydrogenerating sta- 
tions. We operate some of the substations and power stations without 
any men, the stations being electronically operated by remote con- 
trol from other stations in order to reduce labor cost. 

In our right-of-way clearing we are making increasing use of chem- 
ical methods to keep vegetation from growing up into the lines, 
whereas formerly we had to do it by hand and mechanical clearing 
methods. 

We have a good safety record. Over the past 14 years our accident 
srenency, rate has averaged.7.8 per million man-hours of exposure. 
Utilities of about the same size haye averaged 11.4. 

On our vehicular record, from 1950 to 1955, the utility plants had a 
frequency rate of 2,12 per 100,000 miles; the TVA power people have 
a record of 0.9. I look upon these figures as measures of an organiza- 
tion that is alert to safety and alert to doing its job well and efficiently, 
and I cite them to illustrate that. 

In our dam and steam plant construction, our people have built 
over $1,500 million worth of facilities and they have built them below 
their estimates as submitted to the Congress. For that total, includ- 
ing the period when we had the high rising costs during the war, the 
whole group of projects time has been built for 1.3 percent below the 
estimated cost. 

We are looking ahead to the future requirements of this region. I 
indicated earlier that the rate of growth which has been experienced 
in the region as we have analyzed it and studied its future possibilities 
indicate there will be a seed: in the next few years for power in the 


order of 750,000 kilowatts a year. That will require about $150 mil- 
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lion of new investment each year. We think that a substantial part of 
that will be provided from current revenues after making the re- 
quired payments under the proposed law, but nevertheless if the region 
is to grow at the rate that it has the potential to grow, additional new 
capital will have to be provided. 

Tn the years past that money has been mainly provided from appro- 
priations by the Congress. As I indicated earlier to the committee 
my feeling 1s that we have a going system with demonstrated financial 
earnings and it ought to be possible to develop a workable plan where- 
by revenue funds could be the major source of future capital require- 
ments for the area and not have to have this area compete longer with 
other regions and other uses for the appropriated moneys of the 
Nation. 

It is with that in mind that we are here presenting to you the record 
of our accomplishments. I hope it is one which the Congress is 
proud of as having carried out effectively the assignment thus far 
which the Congress has given this agency. I am confident that if you 
can give TVA this new method of financing you will be equally proud 
of the record which it can accomplish in the future. 

Thank you. 

Mr. Smirx. Thank you very much, Mr. Wessenauer. We will con- 
tinue our hearings until 10 o’clock tomorrow morning and we will 
continue then with further questioning. 

(Whereupon, at 12 noon the subcommittee recessed until 10 a. m. 
the following day, Wednesday, April 3, 1957.) 
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WEDNESDAY, APRIL 3, 1957 


House or REPRESENTATIVES, 
Commirrer ON Pustic Works, 
SuscomMitree ON Froop Contron 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:10-a. m., 
in room 1302, New House Office Building, Hon. Frank E. Smith 
presiding. 

Mr. Smiru. The hearing will come to order. 

Is Mr. Ellis here? 

(No response. ) ; 

Mr. Smira. Mr. Wessenauer, will you come forward again? Mr. 
Wessenauer concluded his oral statement yesterday and we asked 
him to come back today in order that he be available for any ques- 
tions any member of the committee might have. So we will proceed 
from that point today. 

Mr. Jones, do you have any questions? 

Mr. Jones. I have no questions at the moment, Mr. Chairman. 
I think the record is complete with respect. to the activities of the 
Tennessee Valley Authority and its operations in the field of its 
electric energy division responsibility. Mr. Wessenauer has covered 
the area very thoroughly and very objectively. 

Mr. Smrrx. Mr. Mack. 

Mr. Mack. Mr. Wessenauer, what did you say the total volume 
of business of TVA is? 


STATEMENT OF G. 0. WESSENAUER, MANAGER OF POWER, ACCOM- 
PANIED BY R. A. KAMPMEIER, ASSISTANT MANAGER OF POWER, 
AND JAMES E. WATSON, DIRECTOR OF POWER UTILIZATION, 
TENNESSEE VALLEY AUTHORITY—Resumed 


Mr. Wessenauer. During the last fiscal year, Mr. Mack, the gross 
revenues from the power operations were $221 million. 
Mr. Mack. What Federal Government plants pes money into the 


Tennessee Valley Authority for the purchase o 
year / 

q Mr. Wessenaver. Well, as I indicated, about 57 percent of the 

power produced by the TVA is.supplied to Federal establishments. 
he largest ones are those belonging to.the Atomic Energy Commis- 

sion, the one at Oak Ridge and one at Paducah, Ky. shee 
In addition, we supply power, to the Arnold. Engineering Deyel- 

opment Center, which is a wind-tunnel experiment project station 


1337 


power during the 
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of the Air Force at Tullahoma, Tenn. We also make power avail- 
able to the missile installation at Huntsville, Ala. 

Part of the power, of course, is utilized by TVA in its chemical 
operations at Muscle Shoals. There are some Army bases also in the 
region. 

‘Those are the principal ones. 

Mr. Mack. And they use about 57 percent, or, you derive 57 per- 
cent of your revenue from these Federal installations? 

Mr. Wessenaver. That is fairly close, sir, 

Mr. Mack. And the money derived from these Federal installa- 
tions pays no local taxes? 

Mr. Wesszenaver. The Tennessee Valley Authority Act provides 
that no payments shall be made in lieu of taxes on account of sales to 
the Federal establishments. 

Mr. Mack. Then if we were to say that TVA should pay local taxes 
or pay interest on the Federal money that it uses, then it would be 
necessary to raise the power rates to these Federal installations? 

Mr. WessenaveEr. Insofar as you would permit an in-lieu-tax pay- 
ment being made to the States and local agencies on behalf of or as a 
result of sales to the Federal agencies, it would be necessary to reflect 
that in the rate schedule. Insofar as the question of interest is con- 
cerned, Mr. Mack, we are calculating our rates to these Federal estab- 
lishments similarly to the rates to others insofar as the rate of return 
is concerned. _ 

In other words, we are projecting a rate of return of about 4 percent 
on all of our business, including the business which we have with the 
Federal establishments. 

Mr, Macx. The point I am trying to make is, in the payment. of 
interest on that part of the revenues derived from Federal installa- 
tions TVA and the Federal Government would be merely trading 
dollars in a bookkeeping item way. If TVA pays interest on the 
money that it borrows from the Federal Government then TVA must 
charge the Federal Government more for the electricity that it buys 
from TVA in order for TVA to pay that interest. 

Mr. Wzssenaver. That would not be true, Mr. Mack, because the 
rates already include a return element which would be more than what 
the interest would be. So if, as provided in Mr. Davis’ bill and Mr. 
Jones’ bill, we should pay annually into the Treasury a dividend 
which corresponds to the interest component on the appropria- 
tions invested in the TVA system, that in itself would not result in a 
change in rates. 

Mr. Mack. Do these contracts with the Federal Government run for 
any period of time? 

ir. Wessenaver. Yes, sir; they do. We have contracted for about 
a 15-year period. 

Mr. Mack. That is a contract between TVA and the Federal 
Government ? 

Mr. Wessenaver. The TVA contracts with the Atomic Energy 
Commission run for that term. The contracts with some of the other 
establishments run for shorter terms. 

Mr. Mack. I think that is all, Mr. Wessenauer. Thank you very 
much. 

Mr. Surru. Mr. Hull. 
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Mr. Hutz. No questions. A 

Mr. Smirn. Mr. Becker. "I 

Mr. Breoxer. Mr. Wessenauer, I assure. you in the.question that 
I am going to ask you there is nothing malicious, 1 told you that the 
other day. , 

In the plan of TVA, the original idea, taking your previous testi- 
mony i the testimony of those who were here yesterday and last 
week, a wonderful job has been accomplished. for the people in the 
Tennessee Valley and that whole area where TVA is.o . They 
have received many benefits, and according to all the testimony their 
standard of livin been raised tremendously. 

Is that correct 

Mr. Wessenaver. Their standard of living has increased from about 
40 percent of the national average to about 63 percent of the national 
average. 

Mr. Brcxer. A 33-percent increase. 

Mr. Wessenaver. A 23-percent increase. 

Mr. Becxer. It is 33 percent on the original 40 percent, is it not? 

Mr. Wessenaver. I would say it would be about 50 peréent on that 
basis. 

Mr. Becxer. That is right--50 percent. . 

So it has increased and, as I said, going by the testimony, which 
I read over again last night, of couple of the witnesses yesterday, it has 
been raised tremendously, particularly taking the story that was told 
by Mr. Roberts, of Zeb West, taking him as a case in point, and 
perhaps as a fictitious character—— 

Mr. Smiru. Let me interrupt. Mr. West was not fictitious. 

Mr. Becker. He is not? That isall right. I did not know whether 
he was a fictitious character or not. It was not stated. 

Mr. Siri. It was stated in the man’s. testimony that the man 
existed. Mr. Roberts was the witness and the idea that he would in- 
troduce a picture which contained a word of untruth is not,correct. 

Mr. Becker. Mr. Smith, I did not say the story was fictitious, but 
I said the man. 

Mr. Smrrn. You said “perhaps fictitious,” and I resent the implica- 
tion that a witness from Mississippi spoke untruths to the committee. 

Mr. Brecker. I have no reason to have. any. misunderstanding here, 
I have assumed, as you do in many of these things, that you do not 
take an actual name. I understood it was the story of an. individual 
who had benefited greatly by getting power in that area. 

Mr. Smiru. Let me say that the people from. Mississippi who 
testify before congressional committees are in the habit of speakin 
the truth, and not fiction. It may be a different case with people o 
other States. 

Mr. Becker. Mr. Smith, I do not intend to argue with you because 
I could do it forever and get nowhere. 

Mr. Wessenauer, getting back to my point, is it ever intended that 
a time is to come when the Tennessee Valley Authority and the 
peor receiving benefits there will be paying their share of the 
oad 

Mr. Wessenaver. In what respect, Mr. Becker? 

Mr. Becker. In respect to carrying the burdens of the Government 
through taxes that other people pay. 
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Mr. Wessenaver. I think the record on that, Mr. Becker, is fairly 
encouraging. For example, the amount of. taxes, that is, individual 
income taxes, paid in the seven States of which the Tennessee Valley 
is a part, has increased from about 3 percent of the national total 
to something over 6 porgnt of the national total. I am not tryin 
to represent to you, Mr. Becker, that that is entirely the result o 
TVA, but T am just indicating in that particular area they are bearing 
twice the share they bore twenty-some years ago. OW & 

Mr. Becxer. But you did testify the other day—I think it was 
you, but it is immaterial, because someone did—that the private utili- 
ties in the same area are taxed on a higher level by the State than 
TVA is paying in lieu of taxes. Somebody did testify to that effect. 

Mr. WV adie Gad Mr. MacFarland, I think, in discussing that 
yesterday witli the committee, I indicated that there may be some 
different bases under which the Public Service Commission assessed 
the cooperatives as against the assessment of the utilities in the area; 
but insofar as the ad valorem tax rate applied to the assessment is 
concerned, those are the same in each county for whatever the property 
is. 

Mr. Brecker. That was not the testimony. It was very frankly 
admitted that the rate applied to the private utility was higher. 

Mr. Smrrn. Mr. Becker. 

Mr. Brecxer. Can T not continue without interruption? You said 
yesterday you did not want to be interrupted. 

Mr. Surrn. I want to correct your statement. The man said that 
the utilities contended that, and in fairness he would say that the 
utilities contended it. 

Mr. Becker. I will not discuss that at all, Mr. Smith. I remember 
the testimony fairly well and we can refer to it when it is written. 

Mr, Smirn. Off the record. 

(Discussion off the record.) 

Mr. Becxer. I did not know that the Chair always had the preroga- 
tive to interrupt us.. We never have had that before on this committee. 

Mr. Wessenauer, assuming that a time comes when the TVA could 
be placed on an equal basis, or the private utilities could be placed on 
an equal competitive basis with the Tennessee Valley Authority, at 
such time, when the taxes would be adjustable and the borrowing 
that is provided for under this bill would have regular interest pay- 
ments—would such a time be contemplated by the Tennessee Valley 
Authority? TI am talking to you now as the manager of the Power 
Division. That is correct, is it not? 

_ Mr. Wessenaver. I am the manager of the Power Division. Yes, 
sir. 

Mr. Becxer. Is that contemplated anywhere in the plans of the 
Tennessee Valley Authority? 

Mr. Wessenaver. I think, sir, we can only move one step at a time. 
The record of the Tennessee Valley Authority in fields other than 
power has been that TVA has encouraged the local people to take on 
more and more of the responsibility in those fields and to relieve the 
Tennessee Valley Authority and the Federal Government of per- 
forming some of those aetivities. As I indicated, I think, to one of 
the gentlemen on the conimittee one of thedays I testified, it seemed to 
me this proposal is sort of a step in that same direction because ‘you 
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are looking to the financing of the future additions to the system, by 
pledging the revenues which will be paid to the system from the users 
of power. 5 : 

Mr. Jongs. Will the gentleman yield? i 

Mr. Wessenauer, is that not a question of policy. to be decided by 
the Congress, rather than by the Board of the Tennessee Valley Au- 
thority, or any division of the activities of TVA? I am referring to 
the question with respect to the future, use and fhe decision as to 
whether it should continue in other fields of operation, Should that 
not be decided by the Congress as a national policy ? , 

Mr. WessenAver. Certainly, sir. I would not presume that. this 
would not be settled by the Congress. As a matter of fact, we are now 
given a specific assignment by the Congress and we are carryitg out 
that assignment. Congress may change the assigament from time. to 
time and it may desire to do these things differently. & 

The only point I was making was that if that is what the Congress 
had in chieed, it seemed to me that this bill is a.step that might be in 
that direction. . 

Mr. Becker. The point Mr. Jones brought. out, is the very point 
which I was leading up to, because in this bill you are taking awa 
from Congress the authority to fix the, amount. of bonds te be Sad. 
There is no statement in this bill as to any limitation of bonds, or 
limitation as to what extent the money raised from the bonds is goi 
to be used, or how much of a wider area might be covered. Neat 
those controls are provided for in this bill. . That is the very point I 
am leading up to. 

It is a fact that Congress has controlled this for the past 22 years, 
but under this bill we are getting away from the controls: that. Con- 
gress has had, because according to the statement made the other day, 
it was said each year the Authority, in requesting issuance of further 
revenue bonds, is going to report later, after they have used. the 
money —after they have used it, rather than before, Is that not 
correct £ 

Mr. Wessenaver. No; it is not correct, Mr. Becker. It is true that 
TVA will be reporting in its annual report what it did with the 
money; but as I indicated to you, it also would be reporting in the 
budget presentation what it intended to do with the money well in 
advance of using it, and would give the Congress its best estimate of 
what it had in mind for the succeeding fiscal year, 

Mr. Becker. Let me ask you this question: Under this bill, is there 
any provision in here wherein the Congress will each year set a limita- 
tion on the amount of bonds to be issued or sold ¢ + 

Mr. Wessenaver. No, sir; there is not. 

Mr. Becxer. That is correct. 

Mr. Jones. Will the gentleman yield for a question? I would like 
to state—and I am not attempting to make a re Vv for Mr. Wesse- 
nauer—but in that connection in the drafting of the bill great. care 
was given to the examination of the operation of similar activities 
by the States. One of the most significant things about the New York 
State Power Authority is that it has exactly the same authority that 
is sought in this legislation. 

Let me read to you the provision of the law creating the New York 
Power Authority. It appears in section 1010 of the New York Power 
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Authority Act, enacted in 1931, and it has been in continuous exist- 
ence since that time, and has been operating over that period of time. 
There is legislation pending here at the present time which has the 
endorsement. of almost every Congressman and the State. Adminis- 
tration in Albany, recommending that the New York Power Authority 
be given the Niagara River for the pares of developing its hydro- 
electric potential. The way they will finance that is under the author- 
ity granted to the New York State Power Authority without limita- 
tion as to the amounts. 

Here is the only rule and regulation which is placed on the Board. 
This is section 1010: 

The, Authority shall have power, and is hereby authorized, from time to time 
to issue its negotiable bonds for the purpose of financing any project authorized 
by this title, including the acquisition of any real or personal property or 
facilities deemed necessary by the Authority. 

That authority far exceeds the activities of the Tennessee Valley 
Authority, because in this bill creating the Authority it gives them 
activities over and beyond just the management of the sale and distri- 
bution of electric energy. 

I do not want to belabor the point, but I think the record ought to 
show it. That authorization of the activities of the State corporation 
which was created for that purpose has turned out to be successful, 
and has had the approval and approbation of the people of the State 
of New York. 

Mr. Becker, as I understand it, raised no objection, and he served 
in the State legislature, so I am sure, if he felt they had such unlimited 
authority, he would have made an ample protest sufficient to make 
a change in the legislation. 

I want to go one step further and point out that the Nebraska 

ublic-power districts have the same authority; the South Carolina 

ublic Service Authority, which is a creation of the State of South 
Carolina; the Lower Colorado River Authority. All of those author- 
ities, and even some others, have the authority, as I understand it, to 
develop the hydroelectric potentials of streams and to issue money 
through a bonding arrangement. 

The Grand River Dam Authority is another case in point. Of 
course, that Grand River Dam Authority, as you will recall, involved 
the Markham Ferry project, which was approved by this committee 
and later received the approval of the President of the United States 
in his State of the Union address. 

So I would suggest to my good friend from New York that this is 
no departure into anything new. 

Mr. Brecker. Thank you, Mr. Jones, except that I do know consid- 
erable about the New York State Power Authority, and why it was 
authorized by the State way back in 1931. It actually had not a single 
thing to do until the development of the St. Lawrence seaway. It 
never sold a bond and never developed a kilowatt of power until the 
start on the St. Lawrence seaway. Also, you will remember in respect 
to that power authority, they must sell the bonds on the open market; 
the State does not take them. They have no government to subsidize 
them in any way, and they get no money from the State. They must 
sell their bonds on the open market just the same as any other cor- 
poration. 
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Mr. Jones. If I understand the gentleman’s statements:about subsi- 
dies, if your friends are being subsidized, that is all right, but if my 
friends are rn it is all wrong. . 

Mr. Becker. No. : 

Mr. Jones. There is no doubt but what the value of the bonds issued 
would be enhanced, because it is a creation of the State, and naturally 
it will follow that it will be a government corporation going about 
performing a public responsibility—not a private’ responsibility, 
but a public responsibility. Is there any difference between 
the public responsibility of the New York Power Authority to ac- 
quire the sites with hydro potential in the St. Lawrence seaway to get 
900,000 kilowatts of firm power to be sold and distributed by that 
authority and what we are doing here? Is there a departure from any 
known rule of government, or science, or jurisprudence, or anything 
along that line? Why, of course, it is not. The only difference is, one 
is in New York and the other is in Alabama and Tennessee. 

Mr. Becker. Mr. Jones, I think you know as well as I do that there 
is a difference just as clear as day and night, and, regardless of 
whether I am for the New York State Power Authority or not, or 
whether I support its plans or not, is immaterial, but it is as different 
as day and night. 

Let me add this: I have requested the State of New York—and this 
has nothing to do with this, but you injected it—on behalf of the 
State of New York I offered an amendment, by request, on the bill 
a couple of years ago, giving the New York State Power Authority 
the right to develop the Niagara River power for the benefit of the 
people, and you know it got 15 votes on the floor of the House and was 
defeated overwhelmingly. So there is a great deal of difference, and 
the question of the Niagara power will come up again this year. 

In closing, what I want to say—knowing there are others here who 
wish to question, and I do not want to take too much time—would it 
not be fair at this time, if this type of legislation is to be offered to 
the Congress for passage, before another avenue of raising revenue 
to expend or further develop that area is indulged in, that perhaps 
the first issuance of bonds for the Tennessee Valley Authority under 
this legislation would be to repay the Federal Government the money 
that is now invested, then issue bonds for the purposes outlined in 
this bill? Then we would have one obligation paid off and, if you 
want to establish a new obligation with revenue bonds, we would 
have a different subject. Why not first issue bonds to pay off the debt 
to the Government? Would that not be reasonable? 

Mr. Wessenaver. I would not think so, sir. The Government owns 
the TVA properties, which is a good investment and is earning a re- 
turn of 4 percent. It seems to me that the investment that has al- 
ready been made in the system ought to be utilized as the equity posi- 
tion in connection with future borrowings for expansion. I would 
think that the Federal Government would want to have the best basis 
available to it for the future expansion of its property. It is not a 
situation where the property, when the debt is paid off, is turned over 
to some other entity. It still belongs to the United States. 

If you are contemplating the use of revenue bonds in order to pro- 
cure the best interest rate for those bonds, as I assume as the owner 
you would want us to do, then you ought to have a substantial equity 
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in the business in order that it would command the best interest rate 
on the bonds that are to be issued. 

Mr. Becker. Let me ask you this question: Would you be agree- 
able to injecting into this legislation the submission to Congress each 
year for permission to sell so much in revenue bonds for the purpose 
you have stated ? 

Mr. Wessenaver. My views, as I have expressed them before, Mr. 
Becker, are that what goes into this legislation is, of course, a mat- 
ter for the Congress to decide. However, I look upon it in the light 
that the timing and quantity of bonds that are issued from time to 
time are controlled by the details of the business—the business re- 
quirements, 

It. seems to me, if the Congress has prescribed, as the TVA Act pre- 
scribes, the funetions or purposes of the agency quite in detail, that 
you ought to allow the management the tools to carry out that assign- 
ment, and it ought not to be restricted unduly wih a lot of admin- 
istrative clearances. I have tried to make clear all along that the 
Congress would be well informed of what TVA had in mind, so that, 
in the event TVA proposed to do something which in the mind of the 
Congress was unwise, then Congress could take action to prevent that 
from happening. 

Mr. Beoxer. No; I do not think I have ever at any time accused 
TVA of doing anything unwise. 

Mr. Wessenaver. No. I am not saying that, but I am saying what 
might be done if at some time in the future an unwise action were 
initiated. 

Mr. Becxer. All I am talking about is the control. For the last 
23 years Congress has had control of TVA, and under these bonding 
provisions they would not longer have any control except by review 
after the fact. 

Mr. Wessenaver. I am sorry we seem to disagree whether it is be- 
fore or after the fact, Mr. Becker, but I am saying Congress always 
has the controls. The question is: In what detail does it want to 
exercise the controls, and to what extent is it willing to delegate cer- 
tain responsibilities to the TVA Board, keeping always for itself 
the control to change the agency and change its assignment and meth- 
od of financing? Now, the details of each bond issue seem to me to 
be a matter that might well be left with the management so long as 
it proves it is a good management. 

Mr. Becker. I will pass. 

Mr. Smirn. Mr. Withrow. 

Mr. WitHrow. You said that the Congress has controls. What 
controls will Congress have if this measure is enacted into law? 

Mr. Wessenaver. The controls it always has, to change the act. 

Mr. Wirnrow,. But that is after it is done, 

Mr. WessenaveEr. Not necessarily, sir. As I have pointed out there 
will be in the budget message a statement of the program of the Ten- 
nessee Valley Authority for the next fiscal year. That comes to the 
Congress usually in January. If there is something in that program 
that Congress does not like, it can take action to change it. 

Mr. Scuwence.. Will the gentleman yield? 

Mr. Wirnrow. That is all 1 have, 
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Mr. Scuwencer. Can you make any rule at all without an act of 
Congress? Can you finance it, or acquire any property and do any 
bonding at all? 

Mr. Wessenaver. At the present moment we cannot issue any 
bonds. 

Mr, ScuweneeEu. If this bill is passed ? 

Mr. Wessenauer. If this bill is passed it says that bonds can be 
issued for the purposes of carrying out the power program, which is 
spelled out in Xotail in the basic act. . 

Mr. Scuweneex. And it says, 


* * * notwithstanding any other provisions of law * * *. 


Mr. WesseNAvumr. I would like to clarify that. part you have read, 
Mr. Schwengel. It is no page 3 of the bill and reads: 

Nothwithstanding the provisions of section 26 of this act or any other pro- 
vision of law, the Corporation may pledge and use its net power proceeds. for 
payment of the principal of an interest on said bonds * * * ’ 

But as you will notice, the delegation to issue bonds as stated on 
the preceding page, is only for the purpose of carrying out the power 
program which Congress has already defined and_ this merely says 
that notwithstanding any other provision of law TVA may pledge its 
revenues to assure that those revenue bonds will be paid, That is all 
that says. 

Mr. ScuweEnce.. But supposing you have pledged that and you 
made some commitments. Can we as Members of Congress void those 
commitments ? 

Mr. Wessenaver. No, I do not believe you can void those com- 
mitments because you have authorized the TVA to make those com- 
mitments, but the point I am making is before commitments are made 
you will know about it. 

Mr. ScuweEncet. In every case? 

Mr. WessEenaver. To the best—— 

Mr. Scuwencet. In every instance? 

Mr. Wessenaver. To the best of the ability of the agency to present 
its program, looking a year ahead, yes. I do not say there will not be 
cases that may arise within a fiscal year, when Congress is not in 
session, that may require some adjustment to be made to the pro- 
gram. It seems to me that the agency under those circumstances 
would need to be able to act but would have to be well able to justify 
its action. 

Mr. Scuwencet. Could that involve $500 or $5 million, or $50 
million ? 

Mr. Wessenaver. I do not know how to visualize all of the events 
that may take place. I think it would be much nearer $5 million than 
the other extreme. 

Mr. ScuweENcE.. Then your statement is not true that Congress has 
the control, because you can then, without an act of Congress, or com- 
ing to us, spend money or do things that Congress has not approved. 

Mr. WEssENAUER. We can now. 

Mr. ScuoweENcet. But you cannot bond. 

Mr. WessENAvER, No, but we can use our revenues. I am saying 
that what you have here is a business that is not a static businéss, but 
that every day of the year new things keep coming up in the business. 
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There are needs for additional power and changes you may have to 
make in the operation of the system; it may be a dry year and you 
have to spend more money in that year to buy coal than you do in 
another year. 

All of those things involve a service which is vital to the people 
of an area, and it seems to me the management of that system has to 
have the flexibility to take care of the day-to-day events just as the 
power system that serves any area of the country. The delegation 
asked for here is to give the agency the tools to carry out the assign- 
ment as given to the agency. 

Mr. ScHweNGEL. Supposing while we are not in session you have 
an opportunity to acquire or build something which involves $50 
million, and you make commitments. Is there anything Congress can 
do about it? You have sold the bonds. 

Mr. Wessenaver. With respect to that action, perhaps not? 

Mr. Scawencet. Then Congress loses control, does it not ? 

Mr. Wessenaver. If the agency took such action, if Congress de- 
cides it was bad, I assume then there might be a restriction that in the 
future it could not do that. 

Mr. Scuwencer. Would you object to an amendment to do that, 
namely, to amend the bill so that Congress has a chance to veto actions 
of that type? 

Mr. Wessenaver. I say, Mr. Schwengel, that the bill need not pro- 
vide that the Congress can take an action to prevent something from 
being done, for it has that power all the time and there is no additional 

rovision required for it. But if it is not clear I do not see any ob- 
jection to clarifying it. I do feel it should not require an affirmative 
action of Congress before the agency can do anything. 

Mr. Byrne. Will the gentleman yield there ? 

Mr. ScHwENceEL. Yes. 

Mr. Byrne. Mr. Wessenauer, who is the Chairman of the Board of 
Directors of TVA? 

Mr. Wessenaver. Gen. H. D. Vogel. 

Mr. Byrne. And he has been there for a long time? 

Mr. Wessenaver. No,sir. He was appointed about 3 years ago. 

Mr. Byrne. Have you heard him discuss his views on this proposed 
legislation, or have you heard his ideas expressed ? 

Mr. WessenaAveRr. Yes. 

Mr. Byrne. In conjunction with other members of the Board of 
Directors ? 

Mr. WessenAvER. Yes. 

Mr. Byrne. Is it not true that the Chairman of the Board of Direc- 
tors of TVA has pointed out the need for additional generating facili- 
ties can be foreseen within reasonable limits for some time into the 
future, and that large amounts of money are involved in such con- 
struction? Have you heard the Chairman of the Board express his 
views as to that? 

Mr. WessenaAvrrR. Yes.and I would agree with him. That is true. 

Mr. Byrne. You would what? 

Mr. Wessenaver. I would agree that is true. 

Mr. Byrne. You would agree with him that that is true? 

Mr. WessenAveEr. Yes. 





TENNESSEE VALLEY AUTHORITY FINANCING 143 


Mr. Byrne. Have you also heard the chairman state that it is con- 
sidered only reasonable that Congress should exercise judicious control 
of programing by specifically authorizing the use of funds for pro- 
posed expansions either by the construction of new steam generating 
plants, or by units to be added to existing plants, and control kept 
over that? 

Mr. Wessenaver. Yes, sir. I have heard him say that. 

Mr. Byrne. Having in mind the views as expressed by the chairman 
of the Board, would we continue to have those controls under this 
proposed legislation ¢ 

r. WessenAvER. I think the proposed bill leaves the Congress with 
reasonable control. Yes, sir. 

Mr. Byrne. With reasonable control ? 

Mr. WesseNAvueERr. Yes, sir. 

Mr. Byrne. By reasonable control do you mean conditions prece- 
dent, or conditions subsequent ¢ 

Mr. Wessenauer. I would say again, Mr. Byrne, the present law is, 
and this amendment does not change it, has the requirement that TVA 
present its program in advance, or make known its program in advance. 
Therefore, the Congress has the program before it and can take 
action. 

Mr Byrne. Do I understand by that answer that under this bill, 
or this proposed bill, you would be required to get specific authority 
from Congress as a preliminary matter to construct or acquire new 
steam electric generating units? 

Mr. WessenaveEr. No, sir. 


Mr. Byrne. You would not? 

Mr. Wessenaver. No, sir. 

Mr. Byrne. In other words, if you had the authority ted to you 
under this bill you could go ahead and obtain plants of that kind with- 
out any specific authority from Congress, could you not? 

Mr. Wessenaver. If you are using the word specific with respect to 
a given Pon that is correct. The general authorization would be 


contained in the present TVA Act, and the use of bonds for that pur- 
pose would be contained in the amendment. 

Mr. Byrne. That is all. 

Mr. Smirxn. The Chair would like to point out Mr. Schwengel asked 
Mr. Withrow to yield the floor, and then he yielded to you. 

Mr. Wirnrow. I said I was through. 

Mr. Smrrn. Mr. Baldwin, do you have any questions 

Mr. Batpwin. Mr. Wessenauer, you mentioned there was no inten- 
tion on the part of the TVA siotunllp to expand the area served by it 
through this proposal. That is correct, is 1t not? 

Mr. Wessenaver. That is correct. 

Mr. Batpwtn. ‘Would you have any objection to a proviso bein 
included in this bill that would state that point, namely, that the TV. 
under the authority of this bill shall not expand its operations beyond 
the actual area now being served by TVA ? 

Mr. Wessenaver. Mr, Baldwin, I think that is a question really for 
the Congress to decide. We can point out the facts—such as the fact 
that the present area does not encompass all of the Tennessee water- 
shed. It is a further fact that the present service area has remained 
stable for about 10 years. 
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I do not know that it would be a wise thing for the Congress to say 
that the benefits of this system shall extend this far and no farther. I 
think Congress would want to consider whether placing such a limita- 
tion meail have any adverse effects on the neighboring areas, by 
diminishing the effect which has been resulting from the existence of 
TVA. 

Insofar as the operation of the system is concerned, we have a 
good-sized job to do. I think the record of the stability of the area 
indicates that TV A has exercised responsibility with respect to this. 

Mr. Baldwin, I would like to point out some of the problems. For 
example, the extent of the area is not entirely in TVA’s hands. We 
sell power to rural cooperatives. Are you going to say to them that 
they cannot extend their lines 1 mile further than they now exist? 
Would you say that in some situation where a community wants to 
change its system of power supply, it cannot do so? Those are 
problems which need to be considered in connection with such a 
question. 

Mr. Batowin. The second question I have is this: As I recall the 
testimony that has been given in the past few days, the testimony 
is to the effect that the average estimated need for additional finances 
is around $150 million a year, which would come from two sources: (1) 
revenues, (2) the difference would come through bonds. Is that 
correct ? 

Mr. Wessenaver. That is right, sir. 

Mr. Batpwin. As I understand the testimony, it was that revenues 
have brought in about half that much. 

Mr. Wessenaver. I indicated it should be possible, and would 
depend somewhat on the terms of the bill, for you to expect in the 
neighborhood of half the funds to be available from current revenues. 

Mr. Batpwin. Would you have any objection to a proviso being 
inserted in this bill that states, for example, that the amount of addi- 
tional bonds:to be issued for a year would not exceed, let us say, $75 
million ? 

Mr. Wessenaver. Yes; I would, sir, because it seems to me we 
cannot anticipate today exactly how fast the rate of growth may 
be. In some years it may require only $100 million and other years 
$200 million, or possibly more. 

If the agency is going to do a good job of operating a system 
supplying a region, it should be free to move to take care of the needs, 
whatever they turn out to be. Therefore, to hinge it on an estimate, 
as precisely as that, would seem to me to be a mistake. 

Mr. Baupwin. That third question I have is this. Congress appar- 
ently on several occasions in the last several years has turned down 
direct requests for additional appropriations for TVA. The provision 
in this bill: that would make it possible for the Treasury to buy the 
bonds issued by TVA, if utilised, would in effect be going around the 
barn and doing the same think in a different way in that the funds 
appropriated by Congress for the Treasury would be used to provide 
funds forthe expansion of TVA. 

Would you have any objection to the elimination of the provision 
that the Treastiry would be authorized to purchase the bonds of TVA, 
so that TVA would then be doing its bond financing in the open 
market, comparable to other organizations? 
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Mr. Wessenaver. Mr. Baldwin, I would:like to explain the reason 
why that was included. ‘What was visualized was that there might be 
situations where the Treasury would feel the desirable thing would 
be to buy the TVA bonds rather than have them put on the market. 
The provision was written in as a permissive one for the Secretary of 
the Treasury to buy the bonds. I do not feel that is a major point, 
for I do not feel the situation is likely, but there was some thought that 
perhaps TVA’s issue might come at a time when the Treasury felt 
we should not be in the market. We said if that were true and the 
Treasury decided that, then they ought to say; “Well, we will buy 
them,” because the agency should not be left without a source of funds. 

Mr. Batpwin. if T understand you correctly you do not feel this 
particular provision is a major provision from the standpoint of the 
bill? 

Mr. Wessenaven. I think it is a desirable provision. I do not think 
it is an absolutely essential one. 

Mr. Batowin. No further questions. 

Mr. Smiru. Mr. Stauffer. 

Mr. Staurrer. I would like to ask one question: Do you have any 
figures on your operating labor costs for the system ? 

Mr. Wessenaver. Yes; what would you like to have, Mr. Stauffer ? 

Mr. Sraurrer. What are they? at percentage of your total 
costs are operating labor ? 

Mr. Wessenaver. It may take a little time to run it down. I can 
insert it in the record if you prefer it. It is a relatively small per- 
centage of the total, because all indicated yesterday, one of our largest 
elements of cost is coal on which we spent about $78 million last year. 

Mr. Sraurrer. Let me ask you this: How does your operating labor 
cost compare with the private utilities cost in the surrounding area ? 

(The information follows :) 

During fiscal year 1956 TVA generated 54.6 billion kilowatt-hours at its own 
plants. Labor cost portions of generating and transmission expense was about 
0.42 mill per kilowatt-hour of output. 

Mr. Wessenaver. As far as costs per man-hour are concerned, they 
are as nearly identical as they can be made, Mr. Stauffer, for this rea- 
son: The TVA Act provides that the wages paid shall be established 
in accordance with those prevailing in the vicinity. Therefore, each 
year the TVA and the labor organizations with which it negotiates 
survey the adjacent companies and the companies operating in the 
area, and get the data on the wages which are paid. e then arrive 
at an agreement that the prevailing wages are so much, and those are 
the wages we pay. 

Mr. Staurrer. Then your operating labor costs are at least, equal 
to the operating labor costs of the private utilities in the surrounding 
area ? 

Mr. WessEeNAvER. We believe so, sir; per man-hour. 

Mr. Staurrer. Now, your coal costs are, of course; similar. That 
is, we will say they are equal: You cannot buy coal cheaper than the 
private utilities can buy coal ? 

Mr. Wessenaver. We buy coal through competitive bidding, and 
I assume they could do the same, 
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Mr. Sraurrer. They can do the same thing. They are going to 
buy just as cheaply as they can, and your people buy as cheaply as you 
can. Now, what I cannot understand is where are these great benefits 
of the TVA? Where do they come from? If it does not come from 
operating costs, where does it come from ? 

Mr. Wessenaver. That is where some of it does come from. The 
point is very important, and I am afraid it is a point that has been 
missed. In the Tennessee Valley area we have sought to get high 
utilization of all of our equipment, and we get high output per man- 
hour. Therefore, our operating costs per kilowatt-hour are consider- 
ably lower. 

Mr. Sraurrer. Do you not think that the private utilities do the 
samething? They are in business to make money. 

Mr. Wessenaver. Oh, yes; to make money. We are in business to 
get the power distributed at the lowest possible cost, and I think it is 
different. 

Mr. Sraurrer. No; I do not think so. I differ with you there. I 
think the private utilities would be just as much interested in cost 
as you are. Now, as your percentage of steam plants goes up, natu- 
rally your costs become more competitive. In other words, the great 
advantage that you had was the hydropower that was developed by 
the series of dams that you put in there and which you only have‘on 
your books at, let us say, one-third of the cost. 

Mr. Wessenaver. No,sir. Thatisnot correct. The common plant 
is on the power books for about 42 percent of the cost, and all of the 

ower facilities are on the power books for 100 percent of the cost. 

f the total of all the power facilities and navigation and flood-con- 
tro] facilities, the books charge 80 percent to power. 

Any given region has the advantages of its resources. That of 
course, is not peculiar to us, where we happen to have the Tennessee 
River. For example, an area located right. on the coalfields has an 
advantage over an area remote from the coalfields. An area that has 
a river like the Columbia River has an advantage over the Tennessee 
River area because it can produce power cheaper than we can. Those 
are natural differences that occur from one region to another. 

Mr. Stravurrer. That is all, Mr. Chairman. 

Mr. Smrrn. Are there any other questions? 

Mr. Jonzs. I have just one question. Mr. Wessenauer, I believe it 
was on yesterday or the day before, the question of your production 
costs came up. Would you mind making those figures available for 
the purpose of comparing the production costs of the TVA with 
those of the surrounding utilities ? 

Mr. WessenAveEr. I have some figures. Could I put those in the 
record ? 

Mr. Jones. Yes, sir. 

Mr. Smrru. Without objection, it will be inserted here. 

(The figures referred to are as follows :) 

In the Tennessee Valley the costs per kilowatt-hour for producing, transmitting, 
distributing, and selling electricity are about half the average for the Nation's 
privately owned utilities. These items of expense are entirely divorced from 
the question of taxes, interest, and profit, so that comparisons based upon them 
give no room for question of unfairness or subsidy. For the most part, the items 


mentioned consist of salaries, wages, materials, and supplies; the public power 
systems of this area pay about the same for these items as do privately owned 
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utilities. That unit costs are less in the TVA area is a measure of efficiency 
and economy. 

The great majority of privately owned utilities produce their own power supply, 
transmit it to market, and then retail the power to the ultimate consumer. To 
make a proper comparison, therefore, it is necessary to consolidate the expenses 
of the distributors of TVA power with the expenses of TVA itself. The following 
table is based upon fiscal year 1953 data for the TVA area and calendar year 1952 
data for the privately owned utilities. 

There is no one explanation for this wide difference. The sources of power 
aavilable in this area are inherently less costly than those that are available 
in many other area. The rivers of the Tennessee Valley are a great natural 
resource which provide a low-cost source of hydroelectric power. In addition, 
the steam plants that TVA is building are large, modern, and among the most 
efficient ever built. Probably the most important reason, however, that each 
and every one of the major expenses is favorable to the TVA area results from 
the greater use of electricity by the consumers in this area. Expenses are held 
to a minimum by mass production and by mass sales. 


Cost of producing and marketing electric power 


{Mills per kilowatt-hour energy sold] 





Privately TVA area costs 








TVA area, owned as approxi- 
fiscal year utilities in mate percent 
1953 United States, }| of privately 
calendar year owned 
| utilities 
Mills Mills Percent 
Production expense * 2.3 4.8 50 
Transmission and distribution expense Jedabbebe 9 1.8 50 
Customer accounting and collection expense_.._....-.~- a | .6 ay 
Sales-promotion expense. .__........----- 2. oe 3 30 
Administration and gael oomR. sebeessssé 5 1.1 40 
Depreciation expense . eer eee 1.4 1.5 90 
Dota, QA) CRG on einckbnth is Thonieneusenndnt 5.4 10.1 54 
Revenue from all customers Leeann Jae 7.6 17.C 45 
Available for interest, taxes, and ‘profit. etn 2.2 6.9 32 


Mr. Jones. That is the only question I have, Mr, Chairman. 

Mr. Smiru. Before you conclude, Mr. Wessenauer, there is one 
question I want to ask you in relation to an alternative plan for this 
bond plan. I became very much interested in this bond plan when 
it was first proposed for the TVA by the United States Chamber of 
Commerce. I have a great interest in the United States Chamber 
of Commerce’s proposals, as I am a delegate from my local chamber 
of commerce to the national union here next week. 

The Chamber of Commerce of the United States some time ago 
proposed that the TVA be put on a bond plan, or else finance its 
production of new power by temporary borrowings from the Treasury 
at current interest rates for 15- or 20-year periods. It occurs to me 
it might be more advantageous for TVA to finance its increased 
2 roduction by using this alternative plan suggested by the United 

tates Chamber of Commerce ; that is, by borrowing from the Treasury 
for 15- or 20-year periods at current rates of interest. Would that 
not be cheaper than selling bonds in the market ? 

Mr. Wussenaver. Mr. Smith, we are not expecting that we can 
sell revenue bonds as favorably as the Federal Government sells its 
bonds. Therefore, if the plan were to allow us to obtain money from 
the United States Treasury through bonds which they issue, that 
would be cheaper. Yes, sir. 
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Mr. Smith. I think’the committee ought to take into consideration, 
as a possible amendment to this bill, the pe submitted by the 
chamber of commerce, which would have the endorsement of the 
business community and also be of great advantage tothe TVA. That 
is the only question I have. 

Mr. Batpwin. Since we are about at the end of Mr. Wessenauer’s 
testimony I would like to congratulate Mr. Wessenauer as I think 
he has presented his ition and the facts of his case very com- 
nunidabey and very well to this committee. 

Mr. Wessenaver. Thank you, Mr. Baldwin. 

Mr. Smirn. Thank you, Mr. Baldwin. I think the Chair, on be- 
half of the committee, should thank Mr. Wessenauer. He obviously 
has a complete knowledge of the power operation of TVA and is 
devoted to the mission of the agency. 

Mr. Jones. May I ask one question, Mr. Chairman. I think it is an 
important question for the committee to consider. Mr. Wessenauer, 
is there pending before the Congress at the present time a request from 
the Bureau of the Budget for moneys for you to invest in new 
generating capacity and facilities ? 

Mr. Wessenaver. The budget request before the Congress con- 
templates definitely only the completion of new units on which work 
is now underway insofar as power is concerned. The President’s 
message does refer, in addition, to the possibility of financing addi- 
tional generating capacity through issuance of revenue bonds, de- 
pendent, of course, on enactment of a bond bill. 

Mr. Jones. So the future development of the Tennessee Valley 
Authority is dependent upon one avenue, and one device, and that is 
a bill which will permit the Tennessee Valley Authority to issue 
bonds. Is that correct? 

Mr. Wessenaver. In order to take care of the requirements ade- 
quately a bond bill is necessary. 

Mr. Jones. In the event that the Congress fails to pass a bond bill 
what would be the situation with respect to the future activities of the 
Tennessee Valley Authority ? 

Mr. Wessenaver. I do not like to contemplate that, sir. I am rely- 
ing that something will be done here. 

Mr. Jones. That is all. 

Mr. Surrn. Thank you very much. 

The next witness scheduled is Mr. Clyde Ellis. Is Mr. Ellis here? 

You may proceed. 


STATEMENT OF CLYDE T. ELLIS, GENERAL MANAGER; ACCOM- 
PANIED BY CLAY L. COCHRAN, DIRECTOR, DEPARTMENT OF 
LEGISLATION AND RESEARCH; CHARLES ROBINSON, STAFF 
ENGINEER; AND PAUL NELSON, ECONOMIST, NATIONAL RURAL 
ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Ex1is. Mr. Chairman and gentlemen of the committee: My 
name is Clyde T. Ellis and I'am general manager of the National 
Rural Electric Cooperative Association, the national service organi- 
zation representing 92 percent of the operating rural electric systems 
ofthe country. It isa voluntary organization. 
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These systems serve about 3.8 million farm families and rural es- 
tablishments in 43 States and Alaska. 

I would like to note that present in the room supporting the state- 
ment. that I shall make are the members of my national board of di- 
rectors, elected by the rural electric systems of their States, Mr. 
Charlie Stewart, of Kentucky, Mr. Paul Tidwell, of Tennessee, Mr. 
Louis Wise, of Mississippi; and I would like to offer for the record 
in support of the proposed bond a telegrams from the 
directors of our national board, Mr. Lee Hatley, of North Carolina, 
Mr. Walter Harrison, of Georgia, Mr. Maury McWilliams, of Ala- 
bama, and Mr. Jack Smith, of Virginia. 

I would like to note that there are present also in the room our 
state managers, Jimmy Smith, of Kentucky, J. C. Hundley, of Ten- 
nessee, and John Ford, of Alabama. 

I would like the record to show that there are present with me at 
the table, if I might need to call on them, the director of our legis- 
lative and research department, Dr. Clay Cochran; and his assistant, 
Dr. Paul Nelson; and our electrical engineer, Charlie Robinson. 

Mr. Smrrn. We are glad to have these gentlemen present at the 
hearing, Mr. Ellis, and we will be glad to incorporate the telegrams 
in the record at this point, without objection. 

(The telegrams referred to are as follows;) 


MILLEN, GA., April 8, 1957. 
Cuiype T. Eis, 


National Rural Electric Cooperative Association, 
2000 Florida Avenue NW., Washington, D. C.: 


We in Georgia deeply appreciate your appearance before the committee in sup- 


port of the Davis-Jones bill relative to self-financing of future developments of 
TVA. We do not in any manner wish for TVA to be hamstrung, as it has been 
of tremeondous value to the cooperatives and the people of our State, You are 
at liberty to use this telegram in any manner you see fit to indicate that the 41 
rural electric cooperatives of Georgia are solidly behind the Davis-Jones bill. 


WALTER Harrison, Executive Manager. 


PRATTVILLE, ALa., April 3, 1957. 
CLYDE ELLIS, 
2000 Florida Avenue NW., care of National Rural Electric Association, Wash- 
ington, D. C.: 
Co-op people in Alabama supporting Davis-Jones self-refinancing bill for TVA. 
Hope that Congress will pass bill for that purpose. 


Maury McWILtiams, 
NRECA Director, Alabama. 


WASHINGTON, D. C., April 3, 1957. 
Crype T. Ex.is, 


2000 Florida Avenue NW.., 
Washington, D. C.: 


Electric cooperatives in Virginia strongly support self-financing plan for TVA 
embodied in Davis-Jones bill. 


Jack SMITH. 


Moreanton, N. C., April 3, 1957. 
Crype T. ELxis, 


General Manager, National Rural Electric Co-op Association, 
2000 Florida Avenue NW., Washington, D. C.: 
North Carolina’s rural electric cooperatives are with NRECA in support. of 
the Davis-Jones bill to authorize self-financing for TVA. This bill would permit 
TVA to meet the ever-increasing demand for power in its area. 


Lee Hatiry, NRECA Director. 
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Mr. Exiis. Thank you, Mr. Chairman. 
I am here today because our people are on record in favor of the 
passage of H. R. 3236 and H. R. 4266. A copy of the most recent 
resolution adopted unanimously at our national meeting in Chicago 
on March 7 of this year is attached. 

I would like to request permission to insert this in the record. 

Mr. Smirx. Without objection, it may be made a part of the record 
at this point. 
(The resolution referred to is as follows:) 


































NATIONAL RuRAL ELECTRIC COOPERATIVE ASSOCIATION ANNUAL MEETING 1957 
Subject: Tennessee Valley Authority Finance Plan. 


RESOLUTION 





Whereas the Tennessee Valley Authority is and long will be the sole source 
of power for a large region of the United States inhabited by 5 million people 
whose right it is to be assured of a power supply adequate to their growing 
demand; and 

Whereas additionally, TVA has been required to furnish a great block of 
power—now amounting to 57 percent of its entire production—to be used by 
the Federal Government for the development and manufacture of material for 
the defense of the country ; and 

Whereas the people of the I'VA region and and the consumers of TVA power 
have up to now in good faith invested $775 million in their own distribution 
systems for TVA power, and in TVA itself, and are regularly repaying all 
Federal investment in TVA power facilities, as by law required, within 40 years; 
and 

Whereas it clearly may be foreseen that unless new power capacity for 
TVA is begun promptly, the rise of demand in the valley will break through 
the supply of power by 1960, if not before; and 

Whereas the need to schedule construction of new TVA capacity is more 
urgent this year than last, and has grown more urgent day by day, and 
threatens to impose a ceiling upon the economic progress of the region ; and 

Whereas the TVA Board has recommended that Congress allow it to meet 
this need by instituting a sound bond financing plan which would supplement 
funds provided by Congress; and 

Whereas, it is the plain duty of TVA to provide adequate power in the valley, 
as plainly it is the responsibility of Congress to enable it to do so: Now, there- 
fore, be it 

Resolved, That we again urge Congress to approve, at this session, legislation 
which would implement the financing plan in the form originally recommended 
by the TVA Board, such legislation to be in the nature of H. R. 3236 and H. R. 
4266. 


Mr. Extis. The interest of our people in TVA is a part of their 
interest in an abundant supply of hace power to which the Fed- 
eral power program in general and TVA in particular are very vital. 
Over 300—almost one-third—of all of the rural electric systems in the 
country get all or part of their wholesale power supply from Federal 
power agencies. TVA furnishes all or part of the wholesale power 
supply for 51 of our systems, at an average cost of 4.83 mills per 
kilowatt hour as contrasted to the national average of 7.2 mills for 
purchased power. The rural electric systems, as you know, purchase 
at wholesale most of their power they use, and in the Tennessee Valley 
Authority country TVA is the sole supplier of most of our systems. 
We have no other alternatives. 

Moreover, our people are well aware of the fact that the existence 
of TVA is important also to systems which never have and probably 
never will buy a kilowatt of power from that agency because of the 
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healthy effect which the TVA yardstick has long had on the rates of 
surrounding private power companies. 

We urge that this committee expedite the passage of H. R. 3286 or 
the companion bill, for the following reasons: 

1. We urge the passage of this Dill initially, of course, because 
the Congress has ceased to provide TVA with the funds essential to 
meeting the rapidly growing power needs of that area, including 
Federal military establishments. 

I might note and you know, I believe, that the power industry is 
the fastest growing major interest in America by far, in our opinion, 
and the rural electric segment of it is growing even faster. The whole 
industry is doubling its use of power every 714 to 10 years. The rural 
electric segment is doubling its use every 414 to 5 years. 

From fiscal 1952 when appropriated funds for TVA power facili- 
ties totaled approximately $225 million, appropriations for this pur- 
pose fell to $27,053,000 in 1956 and to zero this year. The Bureau 
of the Budget has requested no funds for power facilities for TVA 
for fiscal 1958, I understand. If the Congress will not provide the 
necessary funds in accordance with the existing act, we insist that 
TVA be provided an alternative source of funds—even if at higher 
eat and we are absolutely opposed to postponing arrangements for 


that alternative until another Dixon-Yates deal has been cooked up 
to destroy TVA. 

2. The Tennessee Valley Authority is the finest example of demo- 
cratic planning, cooperation, and comprehensive development of a 
river basin on earth. At a time when the people of this Nation are 


supporting annual appropriations of billions upon billions of dollars 
for defense and foreign aid in the struggle for a world of free people, 
it is incredible, it seems to me, that there is any doubt whatever in the 
mind of any man that the maintenance of TVA is essential. It is 
essential as a demonstration to the world that planning, conservation, 
and development of natural resources can best be carried out through 
democratic government and the voluntary cooperation of Federal, 
State, and local governments—all serving the people and the public 
welfare. It is essential to defense, because, as you know, about 57 per- 
cent of all TVA power goes to defense agencies at present, and in 
World War IT, TVA was one of the key factors in our ability to arm 
speedily for our defense and ultimate victory. 

What a propaganda fiesta the totalitarian countries will enjoy if 
the day ever comes when their spokesmen can point to what was once 
a world-renowned symbol of democratic progress that has been cut 
to shambles at the behest of men either ignorant or greedy. In their 
wildest dreams the Russians could not hope for better grist for their 
propaganda mills. 

Mr. Batpwtn. May I ask a question at that point ? 

Mr. Smirn. Mr. Baldwin. 

Mr. Batpwry. I would like to say to the gentleman that I am listen- 
ing to this hearing with an open mind, but I certainly do not appreciate 
witnesses coming in and tying in some reference to Russian commu- 
nism one way or another whenever they have the opportunity. 

Mr. Exxts. Let me say, if I may, to the gentleman, that one of the 
propaganda lines of the power companies has been—and we say this 
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defensively because me must—that TVA is socialism; that socialism 
borders on communism. I think that the opposition to TVA brings 
this in issue, 

Secondly, we all recognize, I think, that the greatest advantage 
which America has over Communist Russia is mass production, and 
that electricity is the key to mass production; that we are using about 
three times as much electricity it is estimated per human being in our 
economy as are the Russians. We are replacing manpower and animal 
power with electricity. It is cheaper and it is more efficient, and it 
gives us the effect of a greater manpower, if you think of it in those 
terms. 

Mr. Batpwin. I would like to repeat that I would like to see the 
testimony limited to the merits of the project, and not in any way use 
the Russian bear as a means of convincing this committee to make a 
decision one way or another. 

Mr. Extis. Thank you, sir. 

3. We urge the passage of this bill because we believe in “institutional 
competition” in “competition by example” in the monopolistic electric 
power industry, and TVA is the shining symbol of that kind of com- 
petition. It is our best example of the yardstick. I trust you have 
seen the concentric circle maps showing the relation of the Federal 
yardstick to rural electric wholesale rates, but if you have not, I am 
attaching a copy as our exhibit B. 

I would like to call your attention to it. It is the last sheet attached 
to my statement. I would like, if possible, Mr. Chairman, for it to be 
made a part of the record. 


Mr. Smaru. Without objection, the document will be made a part 
of the record at this point. 
(The document referred to is as follows :) 
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Mr. Exits. You will note that it shows the average price of power 
purchased by REA borrowers for the fiscal year 1952. Note that in 
the areas surrounding TVA the price of power increases by a few 
mills through each concentric circle of approximately 150 miles for 
quite some distance away, and we get the same general effect from the 
Bonneville power system in the Northwest, emanating out of the 
Columbia Basin. 

We do not want this yardstick destroyed or rendered ineffective. 
The yardstick is the Federal wholesale power plus the municipal and 
cooperative distribution systems. 

There, as you know, the Federal power agencies do not sell power 
at retail. Incidentally, the rural electric systems are buying much, 
much less of the Federal power than are the commercial power com- 
panies of the country. 

Mr. Jones. Do you recall the ratio of the amount of power generated 
at. Federal installations which is sold to preferential customers as 
compared with the amounts sold to the so-called private utilities ? 

Mr. Etuis. No, sir. I recall a couple of years ago we used the 
figures that the rural electrics were purchasing roughly 6 percent and 
the commercial power companies roughly 18 percent, but I think the 
figure has changed now so that the rural electrics are purchasing 
relatively more of it. I do not have the figures for the municipals. 

Dr. Cochran hands me here a pie chart which indicates that of the 
purchases of Federal power for fiscal 1956, private industry purchased 
20.8 percent, private utilities 10.7 percent, Federal defense agencies 34.8 
percent, municipal utilities 17 percent, State and other public agen- 
cies 9.9 percent, and rural electric cooperatives 6.7 percent. So the 
rural electrics are still far under the private companies in their 
purchases of Federal power. 

Mr. Jones. Thank you, sir. 

Mr. Exits. In defending the yardstick principle we are not inter- 
ested in hurting anybody. History has shown that power companies 
adjoining the TVA area have flourished since it inception and since 
it set the example of what can be done with promotional rates— 
with mass production and mass consumption of electricity at low-unit 
profits. TVA has done for much of the electric industry what Henry 
Ford did for the automobile industry. 

As Representative Jones pointed out last week, the power companies 
adjoining TVA have grown faster and enjoyed a considerably more 
rapid growth in net income than the average over the country, I think 
largely because they were forced to adopt some of TV A’s promotional] 
type lower rates with incentives for greater use. 

We are well aware that the power companies and their spokesmen 
constantly cry about the imperfections of the yardstick, but any 
honest study of the actions and policies and profits of the private 
power companies will reveal beyond any doubt the healthful effect 
which TVA’s example has had upon them in the last twenty-odd 
years. To those of you who are under pressure to swallow the propa- 
ganda of the power companies, if any there be, let me remind you 
of the remark made by the one-time Director of TVA, David Lilien- 
thal, who said: 
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Teaching the power companies to make money by selling more power is like 
teaching grandma to suck eggs. The old lady may be well nourished, but she 
remains absolutely unreconciled to the whole procedure. 

The power companies just do not like their best doctor. 

Like all monopolies, they believe in curtailing the supply and 
raising the price. 

4. We urge the passage of this bill because TV A is fast running out 
of power and our people in the TVA area are greatly concerned over 
their ability to continue to secure the power necessary to serve farmers 
and rural establishments. The 51 rural electric systems served by 
TVA furnish electricity to a total of approximately 486,942 farms 
and other consumers. This is total connections. ‘The total people 
would be, of course, far greater. 

This is approximately 11.95 percent of the total consumers served 
by all of the rural electric systems in the country. You see; about 
12 percent of our program is there. 

These TV A-supplied systems buy approximately 15.47 percent of 
all of the kilowatt-hours of power purchased or ieliieenenatal by all 
of the rural electric systems in the country—percentagewise in use 
we are much greater, you see—and pay only approximately 10.35 
vercent of the total cost of such power. And the demand for power 

y the TV A-served systems has doubled since 1951 and will appar- 
ently double again in something like 4.6 years more. TVA is our 
power supplier in that area. It has a utility responsibility, and our 
people have a right to know that power supply will be forthcoming, 
we think. 

Mr. Jones. I do not want to interrupt the witness, but I would 
appreciate it, Mr. Ellis, if you would supply for the record at this 
point the total amount of loans outstanding to those cooperatives now 
operating in the Tennessee Valley Authority service area. 

Mr. Extts. I shall be happy to, sir. 

(The information requested is an excerpt from National Rural 
Electric Cooperative, April 5, letter and is as follows :) 

According to the 1955 annual statistical report of the REA, $178,803,806 have 
been committed by REA to these systems. This does not include funds borrowed 
from REA by municipally.owned and operated power distributors served by the 
Tennessee Valley Authority. 

Mr. Extis. 5. We urge the passage of this bill, because, in addition 
to simply providing funds for vertical expansion, it will give TVA 
the flexibility required for maximum efficiency. In 1950 the National 
Association of Electric Companies, a lobbying organization of the 
commercial power companies’ submitted a statement to the Water Re- 
sources Policy Commission (“Water Resources, Electric Power, and 
National Policy,” Recommendations of the National Association of 
Electric Companies in response to Inquiries from the Water Re- 
sources Policy Commission, May 1950) in which they said, 

Unless and until legislation should authorize transfer of electric facilities 
to distributors in the area * * * (p.17). 
indicating their desire to have TVA dismantled, and a couple of pages 
later they make this significant statement : 

An eminent philosopher said recently that one of the central problems of our 


time is the task of maintaining the proper balance between essential social 
controls and the individual initiative necessary for progress * * *, Every 





156 TENNESSEE VALLEY AUTHORITY FINANCING 


poll, every survey shows that the American people believe—and believe in- 
tensely—in the kind of changing, growing, dynamic system we think of when 
we refer to the forces which have brought the United States to a position of 
world leadership. It is this system which has given and will give, to Americans 
more electric energy for more uses than that enjoyed by any other people in 
the world. We, the electric companies, believe that this system is meant to 
last—for flexibility and the ability to adapt to new conditions and needs are 
built-in characteristics (p. 19). 

We think that NAEC hit the nail on the head when it talks about 
the necessity for flexibility, and we want the Congress left free to fur- 
nish funds to TVA for power facilities for defense or war needs ; we 
want TVA left free to invest proceeds from power revenues in such 
facilities; and we want TVA to have the authority to raise money in 
the open market for such needs as cannot otherwise be met. This is 
flexibility and it will give us efficiency and low power rates without 
costing the American taxpayer a dime. Indeed, we wish we knew 
how many dimes the taxpayer has saved by the availability of low- 
cost TVA power to Federal defense agencies in the last generation. 
It would be a tremendous figure. 

As far as we can see, there is every indication that the Congress— 
under pressure from the administration—has no real intention of 
providing the funds through appropriations which would be essen- 
tial to TVA for vertical expansion. If this be the case, the least 
the Congress can do is to expedite the passage of this bill to provide 
an alternative source of funds. We want to make it clear to the mem- 
bers of this committee and to the Congress that we consider this bill 
to be our bill and that we would like to see it passed as quickly as 
possible without crippling amendments. 


WHAT ARE THE OBJECTIONS TO THE PASSAGE OF THIS BILL? 


We have been trying to ascertain as best we could what the ob- 
jections are to this bill. They seem to form a pretty clear pattern. 
n a propaganda release a couple of years ago when the Kerr bill 
was up for consideration, the National Association of Electric Com- 
panies had this to say—again the power companies speaking: 

This (the Kerr TVA financing bill, 8. 2373) can well be the most important 
power issue in the coming session and could be the forerunner of plans to 
finance the whole Federal power outside the Federal budget. Eventually, the 
same method might be used to put the Government into the steel business, 
medicine, communications, banking, and other free enterprises. 

Of course, the power business is not free enterprise. Power com- 
panies are not free enterprise and it has been so declared by the Con- 
gress, the State legislatures, and the courts. They are public-service 
monopolies. 

Now, quoting again, it continues: 


This is the way the United States could become “socialized in our time.” 


Still quoting from the power companies’ national lobbying organ- 
ization : 


The TVA revenue bond proposals would: 

1. Abrogate the watchdog function of the Congress. 

2. Acknowledge a public utility responsibility for TVA ad infinitum. 

3. Pose the threat of geographic as well as capacity expansion. 

4. Initiate the double or duel (sic) budget concept advanced in the 1930’s as 
a means to finance capital expenditures. 
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Mr. Jonxs. What was the source of this quotation? Do, you recall 
what publication it appeared in ¢ LAM 

Mr. Ex.as. This was a pamphlet, as I recall it, handed out. by the 
National Association of Electric Companies. 

Mr. Cochran, will you answer that ? 

Mr. Cocrran. If 1 may, Mr. Chairman. 

This was a series of about 10 colored leaflets passed out to a group 
of students from a little Maryland college by the National Associa- 
tion of Electric Companies, and we have it in our files, if you: would 
like to see it. | 

Mr. Jones. Was that similar to the advertisement that appearedin 
Time magazine recently, carrying a Sree of one of the TVA. dis- 
teinstenls located down in Kentuck iis 

Mr. Cocuran. I believe these ails you referred to, Mr. Jones, are 
by ECAP, the electric companies advertising program, the Americam 
independent power companies; but the dues-paying members of both 
groups are quite similar, although they are not identical. 

Mr. Jones. Which is the organization that you said inserted or had 
printed in Time magazine recently a picture of the TVA area? 

Mr. Cocuran. I do not have that ad particularly in mind, but 
almost all of these full-page ads are by ECAP, the electric companies 
advertising program. 

Mr. Jonrs. Who pays for those? An association of private utili- 
ties, Mr. Cochran ? 

Mr. Cocuran. It is an association of private utilities and ads are 
paid for by electric consumers, of course. 


Mr. Jones. Do you know whether those advertisements are a charge 
upon the consumers of electricity supplied by those companies and 
are considered justifiable et ree approved by the various 


State public service or regulatory bodies? 

Mr. Cocuran. Mr. Jones, they are a charge against the consumer, 
We have no record of any occasion on which any of the regulatory 
bodies have forced them to strike them from their accounts ‘as an 
illegitimate expense. | 8 

r. Jones. So private companies are able to make assessments 
against their consumers, to carry out national campaigns based ‘upon 
a political ideology fostering the notion that those who believe that 
the utility business is a public business are Socialists, and holding 
them up in a disreputable light to their fellow citizens for sharing in 
such belief and such opinion. 

Mr. Cocuran. You state our views very well, Mr. Jones. 

Mr. Exxis. May I add that the power companies are able to do this 
sort of thing since they operate cost-plus. 

Mr. Jonss, Mr. Ellis, do you know the objections that the private 
utilities are raising against the two bills pending before the commit- 
tes at the present time? 

Mr. Exuis. No; I do not know that intimately. I have been in the 
field a good deal, attending meetings. 

Mr. Jonrs. I wanted to inform you then, Mr. Ellis, that the com- 
plaints and the objections that the private utilities are raising against 
this bill are the same old objections that they have raised against 
TVA since 1933, when they opposed the enactment of the Norfis bill. 

Mr. Extis. Yes, sir. I assume that. 


91411—57——-11 
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Mr. Jonxs. There is no new contention being raised here today. 

Mr. Ex.is. Their own position has changed a bit, however, and I 
want to come to that ina minute. They are the ones who are raiding 
the Federal Treasury. 

This propaganda release to which I referred a moment ago is, we 
believe, a pretty good sample of the real opposition to this bill. Re- 
member, Mr. Chairman, that this release was by the same outfit which 
had recommended to the Water Resources Policy Commission, as well 
as on many other occasions, that TVA be destroyed. Now come the 
destroyers. Let us make a brief analysis of the release. 

Surely no one would believe that under this bill the Congress could 
no longer function as a watchdog. All of TVA’s functions would 
still be under the control of the Tieeamnae TVA would still be op- 
erated by three Directors appointed by the President with the consent 
of the Senate. TVA would still have to come to the Congress for 
annual review of its functions and to secure the appropriations neces- 
sary for its nonpower functions, including administrative funds. The 
Congress could still investigate if, as, and when it chose to do so. 
Congress could still legislate, limited only by the bounds set by the 
Constitution. Just what watchdog functions would be destroyed? 
We do not know. 

We do know that the same power companies which support the Na- 
tional Association of Electric Companies—which are, in fact, the Na- 
tional Association of Electric Companies—have been lining up at all 
hours for years to get the subsidies and interest-free loans from accel- 
ase tax amortization certificates, which have been available to 
them. 

We know from official hearings that the certificates covering $6.7 

billion of private power company construction, netting the power com- 
panies about $1.5 billion in interest-free loans from the Treasury and an 
ultimate subsidy approaching $4.75 billion, were handed out by the 
Office of Defense Mobilization on the recommendation of the Defense 
Electric Power Administration. And this little task— 
* * * the committee was told, was being handled for the most part by three full- 
time employees, and that, occasionally, assistance was requested of the Depart- 
ment’s technical-review staff and industry consultants” (p. 11, Fifth Annual 
Report of the Activities of the Joint Committee on Defense Production, Jan. 25, 
1956. Union Calendar No. 575. H. Rept. 1669, 84th Cong., 2d sess.). 

Here we have three men down in the Office of Defense Mobilization 
in effect appropriating interest-free loans out of the Treasury, I 
assume, by and for the Congress of the United States. In this case, 
the power companies have not seemed unduly concerned about the 
watchdog function, and every member of this committee surely under- 
stands why they have shown such marked unconcern, 

_. The National Association of Electric Companies’ second objection to 
this type of legislation was that it would pernodiodae a public-utility 
function on the part of TVA. 

Gentlemen, we insist that such a public-utility function does exist; 
that it should be clearly recognized; and that TVA should be. pro- 
vided with the means for carrying it out efficiently and economically— 
those duties delegated to it by the Congress. The alternative is dis- 
solution, destruction of the TVA yardstick. 
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Then there is the alleged threat of geographic expansion which the 
National Association of Electric Companies fears. This bill would 
not change the law limiting the TVA area, nor can we visualize the 
TVA Board as suddenly gone mad and launching upon an electrical 
conquest of the surrounding territory. The progress it would make 
while the Congress was not in session and the courts were on vacation 
would not be enough to strike terror into the heart of even the most 
fearful utility executive such as Mr. L. V. Sutton, who, I believe, is or 
has been before you for the United States Chamber of Commerce. 

Mr. Sutton is chairman of the Carolina Power Co. 

One of the fastest possible ways to destroy TVA would be for it to 
go an expansion spree and dissipate itself. That is the very thing we 
would not want to do. 

Frankly, Mr. Chairman, it is our opinion that this geographic 
expansion argument is another power-company bogey designed to 


frighten the uninformed to the enormous amusement of the bogey 
operators. 

The last two detailed points of the National Association of Electric 
Companies deal with the public-debt limitation and a carefully dis- 
torted description of what the rural electrics call a Federal capital 
budget. Since our organization is on record in favor of a capital 


budget, we are hardly in a position to wrestle with this ghost. Since 
the TVA revenue bonds would not be a part of the Federal debt, we 
certainly see no reason why they should be subject to the statutory 
limits on the Federal debt, and we look forward to the day when the 
Congress brings some order out of the chaos of Federal accounting by 
separating current operating expenditures from investment expendi- 
tures. 

But the real meat of the National Association of Electric Com- 
panies’ opposition to this bill is in the introductory paragraph, where 
they trot out the bogey of bogeys—creeping socialism. This is a part 
of their carefully organized and magnificently financed campaign— 
at the ratepayers’ expense, of course—to equate Federal water- 
resource development and local public and cooperative electric sys- 
tems with creeping something or other. Surely this hokum has been 
exploded enough times that we need not weary this committee with 
the details. 

Suffice it to say that the farmers’ electric systems are solidly—and 
they are all over the United States—behind the TVA and behind this 
bill to enable it to continue to function efficiently, and I think it- will 
take more money than the National Association of Electric Com- 
panies and the other power-company fronts can wring out of the 
electric consumer to convince the Congress that the farmers of this 
country are promoting the destruction of a way of life of which they 
are the very foundation. Let’s get this thing on the road, gentlemen. 

Mr. Chairman, our little systems have a lot of problems. We oper- 
ate in thinly settled areas from which the power companies long ago 
skimmed the cream; our systems build through mountainous territory 
to reach isolated consumers; we serve people of limited income whose 
ability to consume power is limited thereby; we are in many areas 
being subjected to constant raiding and pirating by the neighboring 
power companies; we face up to a constant stream of power com- 
pany-financed charges of being parasitic nonpayers of taxes, although 
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we are often the biggest taxpayers in our counties, creeping this or 
thats, and heaven knows what else. We would like to have your 
help. 

Pann this bill out of this committee and on through the Congress. 
Let TVA raise its own money whenever it needs it to meet the power 
demand in the area it serves. Preserve the yardstick. Preserve this 
very, very wonderful demonstration of the ability of a free and demo- 
cratic people to plan and develop their natural resources, and in this 
one area at least, leave our people to struggle with their other mani- 
fold problems. 

I know this will be difficult because the power companies will prey 
upon the fears of good men, of reasonable and fair men. Monopoly 
does that sort of thing. It lives by it. They will urge compromise 
when they really mean destruction. They will urge reason when they 
have no intention of being reasonable. The truth of the matter is 
that, on TVA, the chips are down. The cards are all drawn. We 
have got to have a showdown between those who would destroy and 
those who would build and conserve—and we want that showdown 
out in the open where all of the people can see. 

As to the alligator tears about the threat to free enterprise which 
are shed so copiously by the spokesmen for power-company monop- 
oly—and their shrill—almost too shrill—cries of “creeping social- 
ism,” let us take leave. We in the rural electrics are weary to death 
of this hypocrisy. 

The people of this country have a right to develop their publicly 
owned resources with public agencies, and to market the casei or 
services from that development as they see fit to promote the public 
welfare without the consent of a few monopolists who feel that they 
have same kind of God-given right to operate as arrogantly and in- 
efficiently as they see fit. The people of this country have declared 
the electric-utility industry to be a public utility, to be a business 
which, if operated at tehdlh , is actually being operated as an agent 
of the public, and if operated sivately to Ge subject to whatever 
controls—including the yardstick of public competition—as the peo- 
ple may order. Let us have an end to the careful lies which would 
equate the TVA with totalitarianism and a power-company monopoly 
with a country drugstore. These lies are the ultimate in hypocrisy 
and dishonesty. : 

Let me close by asking you gentlemen: If not this bill—in the face 
of a crippling power shortage ahead of us in TVA—then what? 

Mr. Surru. Thank you very much. 

Are there any questions? 

Mr. Jones. Mr. Chairman, I have one question. Mr. Ellis, do you 
know that private utilities have urged that there be a territorial limi- 
tation placed upon the service area of the Tennessee Valley Authority ? 
Now, if there were territorial limitations placed upon the TVA, in 
fairness would there not have to be the same restriction, upon the 
private utilities in the periphery of TVA, from making trespasses 
into the territory now being served by the Tennessee Valley Authority ? 

Mr. Exxts. By all means, there must be. I would like to go a step 
further and answer that a little differently, I think, than I have heard 
it. answered by anyone else, in this way: That it is next to impossible 
to draw a hard and fast line around any utility operation. The great- 
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est. efficiencies that exist in the power business today, as I understand 
it, come principally from (1) big units, and (2) transmission inter- 
connections and integration. So that today the power companies 
boast about being able to cascade power in effect by displacement from 
New Orleans to Detroit, and Denver to New York. That must go 
on through TVA, and with TVA, and TVA must be a part of the 
industry of this country. 

All around the peri hiiy of TVA today the rural electrics have and 
need various kinds of arrangements for power exchange with TVA. 
You cannot draw a hard and fast line without, in my opinion, crip- 
pling not only the power companies and not only TVA but the Nation 
as well all around. 

Mr. Jones. If we were to write language which would restrict both 
sides into this legislation, would it mean that the Joe Wheeler coopera- 
tive now operating south of Decatur up to the operation of the Ala- 
bama Power Co., if sometime in the future it decided to buy power 
from the Alabama Power Co., would be precluded from doing so by 
the passage of this suggested amendment 

Mr. Exits. Yes; I feel so. 

Mr. Jones. So, actually, what we would be doing would be to put 
the people in a fixed position, unable to change their power supplier, 
even though they might wish to. 

Mr. Exxis, Why put TVA in a straitjacket when nobody else is 
in it? 

Mr. Jonzs. Let me ask you this question; Is there any legal restric- 
tion or prohibition now in the TVA Act that would prohibit the city 
of Huntsville, or Decatur, or Nashville, Tenn., at the expiration of 
their contracts with the Tennessee Valley Authority, from renewing 
their contracts with TVA, or deciding to buy from any other company 
or to generate their own power if they saw fit? 

Mr. Exxis. I do not know. It has been a long time since I have 
read the act, but I certainly cannot imagine any such provision. 

Mr. Jones. So, when we talk about a territorial limitation, it is 
more or less of a fiction, because all of the distributors in that area 
can decide where they will get the power. Is that true? 

Mr. Extis. That is right. 

Mr. Jones. So, the territory does not mean very much if you realize 
TVA is not a distributor, and 149 cooperatives and municipalities 
who are independent distributors at the present time have the right 
to decide whether they will acquire the power from the TVA, some 
other supplier, or generate their own power. Is that correct, sir? 

Mr. Exuis. Right. 

Mr. Jones. So, would you not think it would be reasonable to keep 
that latitude, and that opportunity, for those people to be free to 
decide for themselves down there? 

Mr. Exuts. That is right, sir, and my guess is that the power-com- 

any leaders would tell you pee that they think this is a ridicu- 
toon thing, to try to set TVA apart as an island in a great empire of 
electric power company transmission and generation systems. 

Mr. Jones. That is all. 

Mr. Suiru. At this point, I would like to ask a question. If there 
were boundaries like that established, would it not raise the possibility 
that TVA would not be in a position to buy power from adjacent 
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private power-generating companies, which they do now regularly? 

Mr. Ex.is. Chairman Smith, that is what Iam saying. The power 
business is not only a very, very complex business, but it is a very 
rapidly changing business, and I just do not believe, as a country 
lawyer myself, and having spent 10 years myself in legislative work, 
including sitting over here at this desk—I do not believe that it is 
possible to write language into a bill fixing hard and fast a territorial 
periphery without taking a great chance of doing irreparable damage 
on both sides of that line. 

Mr. Smirn. Any questions, Mr. Baldwin ? 

Mr. Batpwtn. No questions. 

Mr. Smirn. Mr. Schwengel. . 

Mr. Scuwencex. Yes; I have a question. I have several. Mr. 
Ellis, you made quite a point of the fact that private industry was 
spending money to advertise against TVA. I think you established 
the point rather well, and I want at this point to say that I think you 
ought to have fair rules for everybody. Because somebody else does 
something wrong, I do not think that justifies someone else doing 
something wrong. The implication is that they were doing that with 
tax money. 

Mr. Eis. I beg your pardon. I did not hear you. 

Mr. Scuwenceu. The implication was that they were doing that 
with tax-deductible expenses and, therefore, it was the taxpayers’ 
money. 

Mr. Exxis. Oh, that is right. 

Mr. Scuwencet. Now, my question is this. You say you are the 
general manager of the National Rural Electric Cooperative Asso- 
ciation. 

Mr. Exxts. Yes, sir. 

Mr. Scuwencet. Is that a Government organization ? 

Mr. Exits. No, sir. 

Mr. Scuwencex. Do you work for nothing? 

Mr. Exits. No, sir. 

Mr. Scuwencet. Do they pay you? 

Mr. Extts. Yes, sir. nee 

Mr. Scuwence.. Who pays you? 

Mr. Exxis. The farmers who buy the electricity from their local 
cooperatives; the farmers who pay their 10 cents—10 to 1214 cents 
per person, per connected consumer—dues into our national organi- 
zation. 

Mr. Scuwencet. Then you get your money, directly or indirectly, 
through the REA organization from taxpayers. 

Mr. Exxis. No,sir. Through the rural electric cooperatives. 

Mr. Scuwence. The cooperatives ? 

Mr. Exits. Yes, sir. 

Mr. Scuwencet. And they get some tax money, too; do they not? 

Mr. Exxis. They get tax money ? 

Mr. ScHweEnceE.. Yes. 

Mr. Exxis. They borrow tax money from the Federal Treasury and 
pay itback with interest. 

Mr. Scuwencex. Yes. They get money at a cheap rate of interest. 

Mr. Exxs. At 2 percent. 
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Mr. Scuwenceu. At this point, I invite you to investigate my record. 
I want to point out I am not an anti-REA man. I think I have some 
pretty good records to substantiate that. But I am bothered some by 
witnesses and people in America who come before committees like 
this and set up bogeys to knock down. I have no investments in any 
utility. I have no special friends in the utility business, and I am 
sitting here trying my best to evaluate this thing and make an honest 
decision on matters of policy and I’m forced to hear people called dis- 
honest and selfish. Now, I do know some utility men in my commu- 
nity, and most people in our community don’t recognize these people as 
bad people, they go to church and do a lot of nice things in our town. 
From your testimony, I get the impression that arene in the pri- 
vate-utility business has ulterior motives and they are all setting out 
to ruin America, and so forth. 

I want to raise the point that I want to address myself for a few 
minutes—and I hesitate to say this, but this has bothered me through 
the entire testimony—lI have heard a lot of testimony in my time in 
the State legislature and since I have been here, but I believe never 
have I heard one that has been quite as arrogant and seeming}y, to me, 
biased and, at points in your argument, a little bit unfair.. 1 hate to 
see representatives of a great organization like the REA come before 
this body and leave that impression. 

Maybe no one else is impressed like that, but I was. I think we 
should not raise bogeys dishonestly, and I think we ought not to do 
those things which divide us as a people and create suspicion. This 
concerns me terribly. I would like to see you state your case, b 
on reason and fact. You have so many reasons and facts on your side 
that I think you need not just take a class of people and condemn them. 
There must be some honest people in that group. They cannot all be 
as bad as you say they are. 

I know there are some selfish interests that are fighting your inter- 
ests, and I as a country boy ought to know something about the need for 
electricity on the farm because I was born and reared by a kerosene 
lamp, and my mother did not have any electric washing machines. 

So I do know if this is worth something, or means anything, Mr. 
Ellis, but I would be much more impressed, and I think most members 
of the committee would be, with a little different attitude when you 
come before a committtee like this. Maybe the rest of the members 
do not share this feeling but I cannot help expressing this thought 
because it bothers me. 

If that is the sort of thing that develops with TVA then we have 
got to be awful careful. I wish you would temper your remarks so 
that they would not have us believing that everybody who is opposed 
to you is a criminal. 

Mr. Ex.is. Mr. Schwengel, would you agree that I may reply briefly 
to what you said ¢ 

Mr. Scuwencen. I defend you in your right to say anything you 
want. You have a right to reply to my imp 


‘ications, and if they are 
unfair I want you to say so, but I am speaking from the heart now. 


Mr. Exx1s. I want to say either I have been grossly misunderstood 
by you, or in my opinion your remarks to me are grossly unfair. Let 
me back up. 
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Never did IT condemn an individual ; not anywhere in this statement. 
TI do condemn a system gone wild—and that is the power monopoly of 
this country. As you know, and as we all know, I am from Arkansas 
and you are from Iowa. As we of the West who dealt with the rail- 
roads in the early days so well know, led by the farmers’ grange move- 
ment, we passed the Sherman Antitrust Act of 1890 to outlaw monop- 
oly in America and came on later with the Clayton Act of 1914, e 
excluded the power companies on the theory that they could be con- 
trolled; but they are not being controlled. It is true there are State 
commissions in some States, in my opinion, where they control them 
in most States, either through the governor by appointment or getting 
their men elected. 

One evidence of it is the fact that there is now going on, or there 
has been up until the last few days, if there is not now in your State 
of Iowa, a hard, determined effort by the power companies and tele- 
phone companies to get a State regulatory commission established in 
the State of Iowa. Again I talk about the system. 

Look at the Federal Power Commission records and you will see 
that all of the power companies today are controlled back east, with 
people’s money too, by the way—people’s savings. They are controlled 
by the Wall Street, to use a generalization, groups who must, because 
the power companies are monopolies, exploit wherever they can. Just 
recently a Chicago bank ran an ad in some of the magazines pointing 
out how it helped a great utility, to use its words, “to change its con- 
trols overnight.” Why? Because in many cases if not in all cases, 
groups that see an opportunity to exploit buy up controls because those 
controls mean more to them than they do to the people who already 
held them. 

By the very nature of monopolies that must be so. 

If I criticize anybody, I criticize our Government. And I do not 
mean to do so except that I think when errors show up it should take 
remedial action for turning these great monopolies loose in this coun- 
‘try without controls; and there are none. They are using, without 
controls, the rate-payers’ money. 

Mr. Scrrwencex. I do not disagree with you one bit, Mr. Ellis, but 
I disagree with your approach to the problem. The facts and the 
stery are so much on your side that I do not think you need to whip 
up the passions of people on this thing. Let us appeal to reason. 
Much of what you said is certainly true, and I do not deny it, but let 
us get at it from the right basis. 

Mr: Exaas. Let me answer another thing you said. You implied I 
had dishonestly, I think, tried to raise bogeys here. That is just 
simply not the case. You talked about my effort to divide. My God, 
I do not want to divide. I want the folks to leave us alone in the 
valley. Who is dividing? Let TVA grow as it was intended to 
grow, principally vertically. Let the people live in the valley, and 
let the others who are trying to divide by crippling TVA stay off our 
backs. 

Al} we plead for is the opportunity to develop in the areas that we 
serve-—and no others. And we have got to have that. Everywhere 
wé are having to build our lines bigger, and we are having to build 
our transformers bigger, and we have to get the power from some- 
where. We have troubles. 
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All I plead for, Mr. Schwengel, is for the opportunity for the elec- 
tric cooperatives in Iowa, in your district, in the Tennessee Valley, 
and for the farmers through their electric cooperatives.to have efficient 
use of power without being crippled. It is a problem we face, and it 
is a gigantic one all over America today. 

Mr. Batpwin. Will the gentleman yield? 

Mr, Scuwencex. Yes. 

Mr. Batpwin. I would like to commend Mr. Schwengel on the, state- 
ment he made a little while ago, and I fully agree with him. 

Mr, Smrru. If you have concluded, that concludes the hearings for’ 
today: The committee will meet again at 10 o’clock tomorrow, 

(National Rural Electric Cooperative Association asked, in letter, 
April 5, to insert the following :) 


Copy or Text or TetecrAmM Sent sy Eprrors or Mempnis Press-Scrairar AND 
KNOXVILLE NEWS-SENTINEL TO GENERAL EISENHOWER. OLOT Sti 


Dwicut D. EISENHOWER, 
Care of Governor Sherman Adams, 
Commodore Hotel, New York, N. Y.: 


We editors of the two Scripps-Howard evening newspapers in Tennessee be- 
lieve it is necessary that you issue a much stronger statement than you have 
in support of TVA. 

You have an excellent chance to carry Tennessee and other Southern States. 
But TVA means much to these States and there is honest concern in the minds 
of the people as to how TVA would fare under a Republican administration. 
We ourselves as editors have no such concern. We are aware that the bulk of 
your party by their votes in Congress have shown that TVA is safe under a 
Republican administration. But we also know that many of our readers sin- 
cerely feel this concern, and we think they should have assurance from you in 
unmistakable terms, 

Therefore we urge you to reiterate, expand, and emphasize your recent friendly 
statement regarding TVA. 

We are editors who are opposed to creeping socialism, bureaucracy, and po- 
litical appointments. We are militant supporters of the private enterprise 
system. We have found that TVA is an example of beneficent Government 
operation, decentralized, and without bureaucracy or politics to mar it. It 
has actually stimulated private enterprise, increased private property owner- 
ship, made farmers more prosperous. Businessmen of the South would laugh 
at any suggestion that they feared any socialistic infection from TVA. Gov- 
ernment ownership is limited to TVA, and no one fears it will spread. 

TVA has not imposed anything on the people; it has worked with the people 
as a partner. It has not encroached on State rights; it has worked with the 
States and encouraged the States to assume responsibility. It has cooperated 
with various local agencies. 

We are also militant supporters of your candidacy. We think your election 
will be good for the South and for the country. We think it would be tragic 
if there was any misunderstanding to keep supporters of TVA, which is every- 
body in this part of the country, from also being supporters of Dwight D. 
Eisenhower. 

Therefore we urge that you make another statement, not only declaring a 
friendly attitude toward TVA, but a warm appreciation of what it has done 
and will be able to continue to do in the future. 

So that all would realize what we realize—that TVA will continue to prosper, 
and with it the people it serves, under your administration. 


Epwarp J. MEEMAN, 
Editor, Memphis Press-Scimitar. 
Lore W. MILLER, 
Rditor, Knoxville News-Sentinel. 
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Copy or GENERAL EISENHOWER’S REPLY 


New York, N. Y., November 1, 1952. 
Love W. MILLER, 


Bditor: 


Thank you for your telegram. Let me reiterate what I tried to make clear 
in my addresses at Memphis and Knoxville, that TVA has served well both 
agricultural and industrial interests of this region. 

Rumors are being maliciously spread in TVA areas that I propose not only 
to decrease the efficiency of the operation but to. abandon it, which is grossly 
untrue and utterly faise. 

If I am elected President, TVA will be operated and maintained at maximum 
efficiency. 

I have a deep appreciation of what it has done and what it will be able to 
continue to do in the future. Under the new administration TVA will eontinue 
to’ serve and promote the prosperity of this great section of the United States, 


Dwienut D, E1seENHOWER. 


(Whereupon, at 12 noon the subcommittee adjourned until 10 a. m. 
the following day, Thursday, April 4, 1957.) 
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FRIDAY, APRIL 5, 1957 


House or REPRESENTATIVES, 
ComMMITTEE ON PusLic Works, 
SUBCOMMITTEE ON FLoop ContrRoL, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10:10 a.m., in 
som 1302, New House Office Building, Hon. John J. Dempsey pre- 
siding. 
Mr. Dempsey. The meeting will come to order for further hearings 
on H. R. 3236. 
Our first witness this morning is Mr. Stanton Smith of the AFL- 
C1O. Good morning, Mr. Smith. 
For the record, would you give your full name? 


STATEMENT OF STANTON SMITH, SECRETARY-TREASURER, CITI- 
ZENS FOR TVA; PRESIDENT, TENNESSEE STATE LABOR COUNCIL, 
AFL-CIO 


Mr. Smiru. My name is Stanton Smith. I am secretary-treasurer 
of Citizens for TVA, an organization composed of thousands of indi- 
viduals in the TVA region who believe in the principles of TVA and 
who wish to see its essential character preserved and strengthened. 
In addition to the support of individuals, Citizens for TVA has the 
support of many organizations in the valley. 

I am also president of the Tennessee State Labor Council, which is 
the State branch of the AFL-CIO. The Tennessee State Labor Coun- 
cil also supports TV A and wishes to see it preserved and strengthened 
because we know at firsthand the tremendous benefits which it has 
brought to the people of the region. : 

It is our view that the Tennessee Valley Authority represents ‘the 
most comprehensive and well-conceived plan for the integrated devel- 
opment of all the resources of a river basin for the benefit of all the 
people that has yet been devised. 

By bringing the sometimes wild and destructive Tennessee River 
under control, the TVA has alleviated flood damage, provided for 
navigation, and produced great quantities of electric energy, all to 
the benefit of the entire Nation. A necessary corollary to these major 
functions has been the control of soil erosion to prevent silting of the 
storage reservoirs through reforestation and through improvement 
of farming practices including the development of new methods of 
producing cheap fertilizers. Incidental to all of this has. been the 
creation of vast recreational opportunities which are enjoyed by citi- 
zens from all parts of the country. 


167 





168 TENNESSEE VALLEY AUTHORITY FINANCING 


ELECTRIC POWER 


Although the electric-power phase of TV A’s program receives the 
most attention in terms of publicity, it should always be remembered 
that the TVA concept embraces much more than electric power. The 
principal significance of TVA lies in the fact that it is an integrated, 
planned development of the resources of a river basin. 

Most of TV A’s programs are nonrevenue producing. This is not 
to say there are no monetary benefits which are derived from these 
pe rams, but the benefits rather are measured in terms of the up- 

uilding of the economy of an underdeveloped region. 

It is when one gets to the electric-power program that the shootin 
starts. And why does the shooting start? It is because the sale o 
electric energy is a highly profitable business, and TVA has shown 
just how profitable it iss TVA has demonstrated to the Nation and 
to the world how electric power can be produced at low cost. This has 
resulted in an effective check on rates charged by privately owned 
power companies everywhere and has served as a yardstick tending 
to keep private company rates at a more reasonable level. 

The private-power opponents of TVA claim that TVA’s low rates 
are made possible by a Federal subsidy and that the people in other 
sections, through their taxes, are paying part of the electric bills of 
the people in the Tennessee Valley. We are satisfied that it can be 
demonstrated to anyone willing to consider the facts dispassionately 
that this is not true, that TVA power in fact is not only paying its 
way, taxes and all, but is a valuable investment for the people of the 
United States which will continue to pay handsome profits into the 
United States Treasury many years after it has paid back all the Fed- 
eral investment in power facilities. 

This, of course, is an argument which can go on endlessly. It seems 
to us there is one conclusive way to find out who is right, namely : 
Give TVA the necessary authority to provide its own financing of 
needed capital improvements and additions in lieu of appropriations 
from Congress. And further, if this is to be a true test of TVA’s 
ability to provide low-cost electric power on a self-financed basis, 
TVA must continue to have flexibility comparable to that possessed by 
private power companies in the administration of its affairs and 
operations. Any attempt to hamstring TVA by denying it the 
needed flexibility can only have the effect of distorting the yardstick. 
In our view, many of the amendments which have been suggested 
would unnecessarily encumber TV A’s operations. 

On the other hand, the Davis and Jones bills, in our judgment, 
a a proper and sound method of self-financing, maintaining the 

esirable flexibility of operation and at the same time assuring the 
ultimate control of Congress over the broad policies of the Tennessee 
Valley Authority. We believe it is incumbent on those who have 
been charging subsidy to support a fair and reasonable self-financing 
plan so there may be a conclusive demonstration of the truth or falsity 
of the charges of subsidized electric-power rates. For our part, we 
have utmost confidence in the outcome of such a test. 

’ Mr. Jones. Mr. Chairman, I just want to commend Mr. Smith for 
the very excellent statement. 

Mr. Smrrx. Thank you, Mr. Jones. 
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Mr. Jonrs. I have known Mr. Smith for a number of years, and I 
know he has certainly made a study of the Tennessee Valley Author- 
ity’s operations, and is certainly in a position to give to the committee 
factual statements concerning its operations, and he can speak with 
authority on the subject. 

Mr. Smrru. Thank you. 

Mr. Dempsey. Mr. Mack, 

Mr. Mack. No questions. 

Mr. Dempsey. Mr. Baldwin. 

Mr. Bautpwrin. Mr. Smith, I noticed that on page 2 of your state- 
ment, about two-thirds of the way down, you mentioned that TVA 
will continue to pay handsome profits into the United States Treas- 
ury many years after it has paid back all the Federal investment in 
power facilities. 

As I understand this bill, this bill would provide that TVA would 
no longer continue the making of repayments on the Federal invest- 
ment in power facilities. 

Mr. Sorru. I believe that this bill provides for interest payment, 
which is one of the arguments that has been going on through the 
years over the question. Of course, in the final analysis, all of the 
net revenues of the TVA are the property of the Federal Government 
which, of course, the Federal Government can make use of in its 
wisdom. 

If the amortization part is removed and interest payments are sub- 
stituted, the ultimate result in terms of dollars accruing to the Fed- 
eral investment would not be affected, it seems to me. 


Mr. Barpwin. Let me ask you as a matter of curiosity this ques- 
tion: As I understand it, the provision in the bill is to provide that 
interest payments will be made rather than repayments of yes gam 


The current rate of borrowing of the Federal Government, 
is about 3 percent or thereabouts, making a rough estimate? 

Mr. Smiru. That is right. 

Mr. Batpwtn. Payments on principal are made at the rate of about 
214 percent a year over 40 years. I am somewhat curious as to what 
specific merits there are from the standpoint of TVA in making a 
change from the repayment of principal with no interest at 214 per- 
cent, as compared to a proposal of paying 3 percent forever? 

Mr. Smrru. I do not know that there are any pee merits to 
that specifically. Actually, the cost of money to the Government dur- 
ing the period of TVA was being developed I think averaged about 
2 percent. Of course, interest rates are higher now, but over the 
period of time that the Federal Government was making its big in- 
vestment in TVA, it averaged about 2 percent. 

Mr. Batpwry. I am just giving you a rough estimate. I under: 
stand presently the Government is borrowing for probably around 3 

recent. 
have no further questions, Mr. Chairman. 

Mr. Demrsry. Thank you very much, Mr. Smith. 

Our next witness will be the Honorable Leonard Beard, mayor of 
Sheffield, Ala., and president of the Citizens for TVA. : 

Mr. Jones. Mr. Chairman, I have the great honor and privilege of 
introducing my warm personal friend, Mr. Leonard Beard, who is not 
only president of the Citizens for TVA, an organizations made up of 


suppose, 
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citizens throughout the service area of the Tennessee Valley Au- 
thority, to aid and to assist in sending out information relative to the 
operation of the Tennessee Valley Authority and the work being 
carried on by the distributors of electric energy—and I desire to 
praise him for the good work he has done in that capacity—but I 
would also like to note that he is mayor of one of the great cities of the 
South, the city of Sheffield, Ala., concerning which on yesterday we 
res an announcement of a new $60 million plant being constructed 
ere. 

Through the great efforts made by Mayor Beard and his associates 
in the management of municipal affairs there, they have achieved 
excellent results through this commendable work. As a private 
citizen, Mr. Beard typifies all the good things that we find in our 
people from northern Alabama. 

So I am proud to present Mr. Beard to the committee this morning. 


STATEMENT OF C. L. BEARD, PRESIDENT OF CITIZENS FOR TVA, 
MAYOR OF SHEFFIELD, ALA. 


Mayor Bearp. Mr. Chairman, it is a real pleasure to be here, and I 
certainly appreciate those kind remarks my Congressman has made. 
I wish he had made them in such a manner that they could be heard 
back down in the valley. 

Now, as a compliment that I wish to pay back to my Congress- 
man 

Mr. Jones. Mr. Chairman, I would like to make sure this is made 
a part of the record. 

Mr. Dempsey. It will be. 

Mayor Berarp. As I say, as a compliment paid back to my Con- 

essman, we in the valley, in the Eighth Congressional District of 

labama, certainly appreciate the fine efforts and the fine service of 
our distinguished Congressman. I know you will join with me in 
saying that he is certainly an ardent supporter of TVA, and we 
appreciate it very much. 
r. Dempsey. Would there be any objection on the part of the 
committee if Mr. Jones is permitted to revise those remarks? 

Mr. Sraurrer. Will the gentleman yield? 

I am very glad to hear those remarks, Mr. Mayor, and to know that 
the people of northern Alabama appreciate my good friend and col- 
league, Congressman Jones. We up here have known for some time 
what a fine Congressman he is. Of course, I assume the fact that 
you send him back here year after year is an indication that you do 
appreciate him down there. We do not always agree in our philoso- 
phy or on the issues, but he is thoroughly sincere and a fine Congress- 
man. 

Mayor Brarp. Thank you very much on behalf of his constituency. 

Gentlemen, I am sorry I do not have enough copies of my state- 
ment to go around to everybody. My statement is not long, but it 
is to the point, and I will not take up too much time. I want to 
thank you for the privilege of appearing before your committee to tell 
you a little bit about TVA. 

We people have been down there with TVA since the beginning, and 
we love it and it means a tremendous lot to us. 
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I am ©. L. Beard, president of Citizens for TVA and mayor of 
Sheffield, Ala. 

The sole purpose of our organization, Citizens for TVA, is to 
sustain the TVA program. We are a citizens’ organization, sup- 
ported entirely by voluntary contributions. Some 50,000 individua 
in and outside the Tennessee Valley have contributed to the organiza- 
tion’s support. 

Incidentally, our organization came into being about 4 years ago. 

My city, Sheffield, is close to Muscle Shoals, where it all began. 
It is one of the 150 municipalities and cooperatives which distribute 
power purchased from TVA to some 1,500,000 customers. The power 
service area of these distributors lies in seven States and comprises 
the TVA region, in which live approximately 5 million people. It is 
closer to 6 million people, I would estimate. 

These distributors, of which TVA is the sole power source, own 
their own systems, which have been purchased or built by the sale of 
revenue bonds and by the earnings of the systems. We are well 
acquainted with the process of self-financing. 

Speaking here as president of Citizens for TVA, and for the citi- 
zens’ interest in these distributing systems which they own, I would 
like to state that we have no sense of being here as seekers of any 
special favor. I say this because many people seem not. yet advised 
that by act of Congress the consumers of TVA power are required to 
return to the United States Treasury all the costs of TVA’s power 
facilities in 40 years. The truth is that we always have been well 
ahead of the repayment schedule. 

The legislative proposition under discussion here would authorize 
TVA to finance by issuing bonds the power capacity needed to serve 
the growing demand of our region, including Federal defense re- 
quirements, which now account for more than half of the power pro- 
duced by TVA. I believe that is about 57 percent. We are here as 
consumers in favor of this legislation for very convincing reasons. 

In the first place, our concern naturally is with the adequacy of our 
power supply now and in the future. Our industrial growth and our 
standard of living depend on this adequacy. It takes years’ to build 
genermting: capacity. We look ahead. It is plain that unless our 
source, TVA, is enabled to proceed with a construction schedule suf- 
ficient to keep ahead of the rising demand, our region will be faced 
with a tragic power shortage within the next 5 years—or certainly in 
all probability by 1960. 

In the second place, our concern is for the preservation of TVA 
itself—that is, its character, efficiency, and integrity—as we have 
know it for, now, 25 years. People elsewhere may misjudge the in- 
tensity of our region’s devotion to TVA. I wish to repeat that this 
devotion is in no sense, as some crudely and continually suggést, an 
“addiction to handouts.” Our region knows very well that its power 
consumers are paying for TVA’s power site and that one day when 
we get through paying for it, TVA and all of its works still will 
ae lock, stock, and barrel to the whole people of the United 

tates. 

I would say that the dominant feeling of our people in the region 
toward TVA is one of pride and appreciation for a great job well 
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done. It is a feeling we believe the Nation should share, as it has 
every right and reason to share. . : 

In creating TVA, Congress embarked the Nation on an important 
and proper experiment looking to the control of a great river and 
the development of the natural resources of a large region, among 
them the conversion of the power of falling water to electricity. We 
are the people among whom the experiment has been conducted; we 
were, if you like, the guinea pigs. Well, we thus are the people who 
best. can testify of the undertaking. We live with it. We have seen, 
all around us, in our lifetime, its success. 

Only a few weeks ago, the second-greatest flood in the history of 
the Tennessee River started down our valley. We watched at. the 
riverside as the TVA system of dams and reservoirs “manhandled” 
this flood, held the river harmlessly to its bed. 

At the riverside, we have seen the vast.increase in shipping—over 
500 percent in the past 10 years—on a waterway that formerly was 
full of hazards and little used. 

We have seen our cities and our countrysides lighted as never be- 
fore, supplied abundantly with electric power for our industrial, 
commercial, and domestic purposes. 

Our domestic consumption is increasing at about a rate of 15 per- 
cent, a year, so you can see we have a great percentage of our people 
using our electricity—more so than in any other part of the country. 

It. is-upon this proof, upon this day-in-and-day-out demonstration 
of worth, that the trust of our region in TVA is based. And it is 
this trust, from intimate knowledge, that impels our advocacy of the 
present bill. 

Some fear has been expressed at these hearings that the manage- 
ment. of TVA, if authorized to operate under self-financing plan here 
being considered, would proceed rashly or in a manner contrary to the 
public: interest. But it is a well-recorded fact that throughout its 
existence TVA has been conservative in all of its estimates and cir- 
cumspect in carrying out its project. None is more aware of this 
than we whodeal with the agency constantly. 

I would like to add, TVA has a record in our part of the country 
as being one of the most efficient agencies of our entire Government. 

We have been grateful to Congress for having created TVA in the 
first place and for having supplied, upon the national credit, the funds 
for its works. Now the funds crenided by appropriation have dwin- 
dled almost to the disappearing point. Conscious of our necessities, 
we turn to the alternative financing plan proposed in this bill, realizing 
that our own consumers will stand behind these bonds, and in our 
po pa saat that TVA can be operated under this plan both wisely 
and well. 

Gentlemen, the people of the Tennessee Valley region themselves and 
on their own accountability up to now have invested some $775 million 
directly in TV A and in their municipal and cooperative systems which 
distribute TV A power—and this in addition to whatever part as Fed- 
eral taxpayers we have put up for the nonpower phases of the TVA 
program, We are keenly concerned for the longtime security of this 
imvestment. and for the safeguarding of all the repayments to the 
Federal Treasury our ratepayers are making and will make, as obli- 
gated by law. These things depend on the assurance of TVA’s own 
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future; on our ability to know, as I think we have a right to know, that 
next year and the year after and the years ahead TVA will be able to 
finance, in a businesslike way, the power capacity adequate to our pres- 
ent needs and commensurate with our reasonable hopes for the future. 

I would like here to say that we feel down there if you gentlemen 
will allow TVA this financing plan and turn them loose and give them 
the ability to finance, that they can do a wonderful jub with the agency. 

Frankly, we who are, may I say, most: concerned as well as most 
familiar with TVA, are convinced that our own well-being will be in 
better care if the management of TVA is allowed to plan its works 
and the financing of them at its own discretion as provided in this bill, 
which in substance has the approval of the majority of the. TVA 
Board. We do not feel that decisions vital to our liveluhood and pros- 
pects should rest with distant agencies of Government which have 
less responsibility for TV A’s successful operation. 

Congress, of course, as it should, will retain its full powers of super- 
vision over the carrying out by TVA of the policies and services in- 
tended in its foundation act to be performed; and TVA as always 
will report frequently and in complete detail to the Congress and the 
Nation. 

I thank you for this opportunity of coming before your committee. 
Sometimes we in the valley have to wince at the injustice of slanderous 
criticism directed at us in costly advertising campaigns, such as, for 
instance, now is being conducted in all our publications of national 
circulation. The complaint upon which these critics harp is that in 
some way we in the valley are being subsidized. 

I just wish we had the money, gentlemen, to answer this propa- 
ganda, because we do not think it is true. 

Well, here in this bill is the means by which the unique financial re- 
sponsibility of our users of TVA power can be particularized even 
more obviously than in the law which requires us to repay all of the 
national investment in TVA power within 40 years. You would think 
that if we are content with the bill, these critics would be simply 
overjoyed. 

In closing, we respectfully urge that Congress at this session take 
cognizance of the uncertainties that hang over our region because of 
this rapidly narrowing margin of power supply, and proceed to the 
enactment of legislation which will allow TV A, its admirable ereation, 
and our trustworthy servant, to get on with the magnificent job that 
in the beginning was cut out for it to do. 

Thank you. 

Mr. Jonrs. Thank you, Mr. Beard. 

Are there any questions? Mr. Mack? 

Mr. Mack. No questions, Mr. Chairman. 

Mr. Jonzs. Mr. Stauffer. 

Mr. Stavurrer. No questions. 

Mr. Jonzs. Mr. Baldwin. 

Mr. Batpwin. No questions. 

Mr. Jones. Mr. Schwengel. 

Mr. Scuwencet. I have a question, but first I want to make a state- 
ment. 

I tried to get the Chair to recognize me when Mr. Stauffer made the 
nice comments about the present acting chairman and your Congress- 
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man. I have certainly shared Mr. Stauffer’s opinion with many of the 
Congressmen here about Mr. Jones. I served under Mr. Jones as 
chairman of the Public Buildings and Grounds Subcommittee, and I 
can say to you that I have never served under one who was quite as able 
and fair as your Congressman is. 

I have a second observation. You come from: Sheffield, Ala. ? 

Mayor Brarp. That is right. 

Mr. Scuwenceu. That is an important community and I am deeply 
interested in it, because I come from Sheffield, Lowa. 

Mayor Bearp. I thought there was something about you that I liked, 
Mr. Schwengel. 

Mr. Scuwencet. I have also worked a lot with mayors, and I have 
some sympathy with the responsibilities of your office. 

Now, I should like to ask this question, but I am going to preface it 
with this statement that in any of my questions I certainly do not want 
to be classed as being anti anything, including TVA, so whatever 
questions I may ask are purely for enlightenment and for giving me 
the opportunity to see through this thing and do the best job I can in 
representing my people with respect to your interests and your objec- 
tives. 

How long have you been mayor? 

Mayor Brarp. Going on my ninth year. 

Mr. Scuwencei. Were you associated officially or as a part of the 
community when your community acquired the distribution facilities ? 

Mayor Brarp. Yes, sir. I came to Sheffield in 1928 and TVA came 
into being in 1933, was it not? 

Mr. Jonxrs. Yes, sir. 

Mr. Schwencer. And you were aware of this development there? 

Mayor Brarp. That is right. 

Mr. Scuwencex. So you know pretty much what happened ? 

Mayor Brarp. May I say we were very much disappointed with 
TVA at first because we had been led to believe it was going to be a 
bonanza and going to rejuvenate things, but to tell you the truth, we 
got a little bit impatient. However, as this agency began to grow and 
develop, and as we saw the transformation of our valley from one of 
the Nation’s No. 1 economic problems, or No. 1 economic problem- 
areas of the country, then we began to see the fruits of the TVA effort 
and what it meant to the valley. Of course, you could imagine that 
some of the people were impatient, because after all, we were just about 
starved to death down in that region. 

Mr. Scuwencet. You had some kind of electric facilities there 
before, did you not ? 

4 Mayor Brarp. Yes, sir. We were served by the Alabama Power 
JO. 

Mr. Scuwencet. Was the distribution facility there owned by the 
city or private concerns? ’ 

Mayor Brarp. No, sir. They were owned by the private concerns. 

Mr. Scuwencer. Are you acquainted with the steps your com- 
munity had to go through to acquire that property and get permis- 
sion to sell the energy ? : 

Mayor Berarp. In our case the city—and I was not with the city 
government back at that time, of course—negotiated with the Ala- 
bama Power Co. to buy their existing distribution system, but they 
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could not get together with them. They wanted too much for it. 
Therefore, the city built their own system and the Alabama Power 
Co. removed their system. 

Mr. Scuwencex. Are there any limitations of law applied by your 
State so far as funds or permission to get the right to issue revenue 
bonds are concerned ? 

Mayor Brarp. Not that I know of. In our case the city commis- 
sion and council sells the bonds. We have a utility bond and, of 
course, the city government has to approve the bond sale. 

Mr. Scuwence.. The city government has to approve it? 

Mayor Brarp. That is right, sir. 

Mr. Scuwenceu. Are there any State laws of any kind that you 
have to adhere to or that would limit you or control what you could 
or you could not pay, or the amount of interest on the revenue bonds? 
Is there any State control of any kind? 

Mayor Bearp. I just would not know. We go into the market and 
sell our bonds just like yow would any other type of bond, although 
they are revenue bonds and not general obligation bonds. 

Mr. Scuwencet. You know of no State law ¢ 

Mayor Bearp. No, sir; I do not. 

Mr. Scuwencex. None that you have to adhere to? 

Mayor Bearp. No, sir; I do not. 

Mr. Scuwencext. Mr. Chairman, this has been a very excellent 
witness and I appreciate especially his statement regarding the appre- 
ciation for what Congress has done in the past. 

Mayor Brarp. I would like to say this: I am a businessman pri- 
marily. I am one of these full-time mayors with part-time pay. I 
want you to know that I consider myself a politician. Anybody 
elected by the people certainly has to be a pretty astute politician if 
you get elected these days, but I want to say that I am a businessman 
first of all, and I get very little pay from my city, but I love my com- 
munity and I love my country, and I am just trying to give service to 
my community. That is why I am here today. 

I do feel honored to come up here and speak for these 5 million 
or 6 million people in the 7-States area, and I want to thank you 
gentlemen for the fine reception you have given us. 

Mr. Scuwencex. Mr. Mayor, I think you are possibly a little in 
error in saying there is no State control. I imagine you have a city 
attorney. 

Mayor Brarp. Yes, sir. We have acity attorney. Of course, I am 
not prepared to answer your technical questions regarding that. Iam 
pretty sure Mr. Wessenauer could probably answer that question for 
you, because he is head of the power service. All I know is we can 
sell an unlimited amount of revenue bonds to finance our distribution 
system. 

Mr. ScuwEncet. So far as you know there is no State control ? 

Mayor Brarp. As far as I know. 

Mr. Scuwencen. I would like to have you check with your lawyer, 
and if there are some I would like to have that become a part of the 
record. 

Mayor Brarp. Yes,sir. Thank you. 

Mr. Mack. Mr. Chairman. Mr. Mayor, the other day I asked one 
of the other witnesses a question concerning the form of taxes paid 
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by TVA and municipal-owned utilities. There seemed to be a little 
doubt as to whether or not the municipalities did make a payment in 
taxes or in lieu of taxes to the local governments. 

Does your municipally owned utility pay taxes to the county, city, 
State, or school districts ! 

Mayor Brarp. Mr. Mack, we are most fortunate in our city. We 
call that in lieu of taxes, and we are very fortunate in this, in that we 
have 36 mills county and city tax in Colbert County. The city gets 
15 mills and the county gets 21 mills, but in our case we get 31 mills 
in lieu of taxes, and it goes to the city government. In other words, 
that is on a 100-percent valuation, and it is something we are very 
proud of. That amounts to about $80,000 a year in our little city, 
with a $500,000 budget. 

So you can see that we get a pretty good amount of our revenue 
from the in-lieu-of-taxes payments. 

Mr. Mack. What you are saying is that the publicly owned utility 
pays the local taxing bodies the same rate of taxes any manufacturer 
or other establishment would pay in the community ? 

Mayor Brarp. Even more so, because they are paying on 100 
percent. 

Mr. Mack. Theothers are probably paying on 50 percent ? 

Mayor Berarp. That is right. Our industries pay about 10 to 20 
percent, Congressman, I believe. 

Mr. Sraurrer. Just where is Sheffield on the map? 

Mayor Berarp. Sheffield is in the northwest corner of Alabama. 
We are 27 miles from the Mississippi line and 20 miles from the 
Tennessee line. 

Mr. Jones. Muscle Shoals. 

Mayor Brarp. We are at the birthplace of TVA—Muscle Shoals. 

Mr. Sravurrer. Have you ever had any shortage of power since the 
TVA has been furnishing power, or do you have any shortage today? 

Mayor Brarp. Well, Congressman Jones just mentioned we are 
getting this $60 million expansion at. Reynolds, and that is following 
on the heels of about $100 million that was announced about a year 
ago. I have been told that their power demand will run upward of 
400,000 to 450,000 kilowatts, and Colbert steam plant only produces 
about 180,000 kilowatts, and Wilson Dam only 480,000 kilowatts. So 
you can see when the aluminum industry comes in it takes a tremen- 
dous production of power to energize those industries. 

Of course, I will answer your question in. this manner, that. it has 
gotten pretty close at times when we were facing a power shortage, but 
I venik like to pay TVA a compliment in this manner—they have been 
very, very eflicient in their estimate of our power needs. They have 
been very, very smart, I think, in planning for the future. 

Mr. Sravrrer. I think the Government too has been very fair in 
granting extensions and in authorizing extensions within the Tennes- 
see Valley to take care of the power requirements of the valley. Where 
we have had some difference here is the expansion of TVA without the 
Tennessee Valley. We certainly want to see you have all the power 
necessary at Sheffield to take care of your present needs, and any 
potential needs of industry coming in there. 

I think the Congress is perfectly willing to recognize those needs 
within the Tennessee Valley. 
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Mayor Bzarp, Well, I personally want to thank the —— for 
what you have done for us in the past. All we want you to do is put 
us on a businesslike basis in the future. We can take care of our situa- 
tion down there at no cost to'the Government. 

I want to say one thing, gentlemen, before I stop. I know I have 
taken up all of my time, but our relative position regarding the pay- 
ment of Federal taxes has changed tremendously in the last 25 years. 
I believe our position was about 3 percent in 1933, and it is 6 percent 
today. We have doubled our relative position. Our position of pay- 
ments has increased from 3 percent to 6 percent. Our income taxes 
have jumped 6 or 8 times, I believe. 

You know, the remarkable thing about TVA territory or TVA itself 
is that we people down there as we get more money are going to spend 
it with you people in other sections of the country. We have the 
highest usage per capita of electrical appliances, I believe, of any place 
im the United States. Those people who produce those appliances are 
certainly going to do business with us, and we are going to help all 
parts of erica. 

Mr. Mack. Mr. Mayor, if a large industry were established in your 
community, let us say, an aluminum plant, who would sell the power 
to that aluminum plant? The municipality utility or the Tennessee 
Valley Authority? 

Mayor Bearp. After you get up to‘about 15,000 kilowatts I believe 
TVA would take care of that. 1 know our city is serving the Ford 
plant adjacent to Reynolds. 

Mr. ~ peer It is quite an issue in the Pacific Northwest, as to 
whether the local utility should serve large users or not. 

Mayor Brarp. Those industries get a very favorable rate, and I 
would say TVA would be better able to supply a large block of power 
than we would. There is very little profit at that rate, I would say. 

It has certainly been nice, appearing before you gentlemen. 

Mr. Jonzs. I am glad that you were able to be here, Mayor Beard. 
Again, thank you. It has been a pleasure to have you. 

Our next witness is Mr. Joseph Swidler, General Counsel of the 
Tennessee Valley Authority. He has with him Mr. Robert Marquis, 
Assistant General Counsel of the Tennessee Valley Authority. 

Mr. Swidler, I wonder if you would be kind enough, before you Ret 
mto your general statement, to go into the question that Mr. Stau er 
has raised, because I believe there has come about some misunderstand- 
ing with respect to the Fulton plant in Mr. Stauffer’s mind, because 
as I get Mr. Stauffer’s question he senses that TVA in proposing the 
Fulton steam plant was going outside of its service area. I think that 
ought to be cleared up for Mr. Stauffer, because I know it has been 
brought up. 


STATEMENT OF JOSEPH ©. SWIDLER, GENERAL COUNSEL, TEN- 
NESSEE VALLEY AUTHORITY; ACCOMPANIED BY ROBERT H. 
MARQUIS, ASSISTANT GENERAL COUNSEL, TENNESSEE VALLEY 
AUTHORITY 


Mr. Swioter. Mr. Chairman and members of the committee, I will 
be very happy to take up Mr. Stauffer’s question first. I have no pre- 
pared statement. 
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I am here to see if I can help to clear up any legal questions which 
may have occurred to members of the committee in the course of the 
pared statement. 

The Fulton plant, Mr. Stauffer, was to be located 40 miles north of 
Memphis on the east side of the Mississippi River, and within the 
Tennessee Valley Authority power service,area, and was intended pri- 
marily to serve the western part of the Tennessee Yelleg, Authority 
system. The whole area around the Fulton plant was TVA power 
service territory. 

Mr. Sraurrer. Let me ask you a question there. That service area 
came into being when you purchased a private utility and the distribu- 
tion lines in that area. It was not originally intended that you would 
serve that area, or that TVA, rather, would serve that area ? 

Mr. Swipter.. The act, as you may recall, Mr. Stauffer, provides 
that the power service area should be within transmission. distance of 
TVA’s various hydroelectric installations; and that area near the 
Fulton plant is within 

Mr. Sraurrer. For power produced by the hydroelectric plants in 
the Tennessee Valley ? 

Mr. Swivter. The market area specified in the TVA act is the area 
within transmission distance of the dams; and that area near the 
Fulton plant is within such transmission distance, of course. 

Mr. Sravrrer. But when you build a steam plant over there to 
take care of the distribution of power: you.are going without the 
bounds of the Tennessee Valley. If you built a steam plant within 
the Tennessee Valley to serve that area, that is one thing; but to expand 
it to a production plant on the Mississippi River, it seems to me is 
going beyond the original spirit of the Tennessee Valley Authority. 

Mr. Swipier. That is a very good question, and I would like to 
comment on it. I think you must assume that, when the act provided 
that power could be sold outside of the Tennessee River Basin, the 
service area outside of the basin would be served on exactly the same 
basis as the area within the Tennessee Valley proper. 

The question of where to locate a steam plant for a supplementar 
supply after hydroelectric resources become inadequate for the full 
load, beeause the load has grown so greatly, then becomes one of purely 
engineering considerations. 

It is true, Mr. Stauffer, that it would have been possible to serve 
the-area in west Tennessee, including’-Memphis, from a plant: located 
on the Tennessee River, but it would lhave been a very wasteful thing 
to do. It would have meant transporting the power over expensive 
transmission lines a much greater distance than would be necessary 
from a plant which was properly located. It would have meant sub- 
stantial losses in transmission to that point, and I am sure Congress 
would not want or expect the Tennessee Valley Authority to do a 
mistaken thing from an economic as well as from an engineering point 
of view. 

This location near Memphis was dictated by the fact that we had a 
major load at Memphis—the largest single city on the TVA system. 
The only sensible plan for handling that load over the long term 
required locating a plant near the load. 

Mr. Sravcrrer. Those distribution lines did come into the owner- 
ship of the Tennessee Valley Authority when you bought a public 
utility in that area. 
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Mr. Swipter. Mr. Wessenauer explained how our service area, was 
built up. It was a question as to which municipalities and which 
groups of farmers first asked for service, and which communities first 
voted for it. Memphis was one of the first. They started negotiating 
with the Tennessee Valley Authority back in 1933, almost as soon 
as the act was passed. Our first contract with;Memphis was executed 
in 1935. 

Mr. Jones. Mr. Swidler, at that point may I ask this question? 

Mr. Swipter. Yes, sir. 

Mr. Jones. Was the distribution system at Memphis publicly or 
privately owned ? 

Mr. Swipter. It was privately owned, Mr. Jones, but in 1935 Mem- 
phis began to build a system of its own, and it would have built a 
complete distribution system of its own if it had not purchased the 
distribution facilities of the local company at the same:time that TVA 
purchased the transmission facilities of that company. 

Mr. Jonxs. That was a decision made by the city of Memphis and 
not the TVA ? 

Mr. Swipter. Yes, sir. 

In addition to Memphis, of course, there are many other loads in 
that general area, and, as it happens, most of them were originally 
municipal plants. Jackson had a powerplant of its own; Bolivar, 
Somerville, Covington, and, several other towns in that area had their 
own municipal systems, and at various times they requested and 
received power contracts from TVA. 

Mr. Sraurrer. Let me ask you this final question: I understand that 
the city of Memphis is now building its own powerplant. 

Mr. Swipter. Yes, sir. 

Mr. Sravurrer. Would this amendment to the TVA Act permit 
TVA to issue revenue bonds for the purpose of buying the Memphis 
steam plant? 

Mr. Swioter. Yes, sir; I think that it would. Of. course, that is 
not in contemplation, and, if by any chance such an idea should occur 
to the TVA Board, which I do not expect, it would be reflected in: 
budget documents that would be before Congress a long time in 
advance. 

That kind of a transaction, involving a $170 million plant, and 
probably thousands of bondholders, would obviously be preceded by 
many, many months of advance publicity. 

I mention that because the members of this committee very naturally 
look at this statute from the point of view, among others, of what is 
its farthest reach, what are the most extreme actions the TVA Board 
could undertake. If you want to look at a very extreme case, the one 
Mr. Stauffer has mentioned will serve. 

What I am trying to say is that, in such a case, if you want to make 
the assumption that the Board would make that kind of a plan, it is 
apparent that it could not be effective without long advance notice to 
ce so that Congress would have a chance to take appropriate 
action. 

Mr. Stravurrer. But you would not have to come to Congress for 
the consent ? 

Mr. Swipier. No, sir.’ We would not have to come to Congress 
for advance approval. 
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Mr. Scuwenee.. Will the gentleman yield? 

Mr. Sravrrer. I will be glad to yield. 

Mr. Scuwence.. In that event, if your TVA Board decided to do 
that, if this bill were passed, is there anything that Congress could 
do about it? 

Mr. Swipter. Yes, sir. 

Mr. Scuwencet. What, for instance? It says here at the top of 
page 3 of this bill: 

Notwithstanding the provisions of section 26 of this act or any other provision 
of law, the Corporation may pledge and use its net power proceeds for payment 
of the principal of and interest on said bonds, for purchase or redemption 
thereof * * *” 
and so forth. 

Mr. Swioter. The provisions to which you refer, Mr. Schwengel 

Mr. Scuweneev. You can make commitments under that, and your 
testimony says you can do that without the permission of Congress. 

Mr. Swmier. Yes. The purpose of that provision was to make 
clear that TVA’s pledge of revenues was a legal and an effective 
pledge. The provisions of section 26 of the TVA Act provide that 
TVA shall return to Congress its net power proceeds not required 
for certain stipulated purposes. It was necessary, in order for TVA 
to be able to make an effective pledge of its revenues so that the bonds 
would be salable, to make clear that this authorization took precedence 
over the beer of section 26, which would otherwise prevent TVA 
from making such a pledge, but it was not intended to authorize TVA 
to go beyond its existing program authority. 

This bill is intended only to aid in the financing of the power pro- 
gram that is now laid out in the TVA Act, and nothing more. 

Mr. Scuwence.. But there is no limitation and, actually, Congress 
does not have control. You say it comes in the budget and will be in 
reports, and so on, but once your commitments are made and the 
contract signed, and the bonds sold, the Congress loses control. 

Mr. Swipter. The bill was drawn in such a way as to make TVA’s 
pledge a valid pledge and to make it possible for the bonds to be 
sold, and, we hope, at favorable rates. If Congress, having notice of 
TVA’s intention, took no action, and TVA thereupon proceeded to 
enter into obligations under the provisions of this amendment, then 
those would be binding obligations, but Congress could certainly pre- 
vent TVA from entering into those obligations by legislating a prohi- 
bition against.such an action. 

Mr. Scuwenegv. They could prevent it from happening again, but 
once gore commitments are made we have lost on that field. Is that 
right ? 

Mr. Swipier. Once the commitment is made, yes, sir. But the point 
is that Congress, with advance notice, could prevent the commitments 
from being made. 

Mr. Scuwencen, One other question. As: a lawyer you would 
recognize this as a change of policy so far as Congress was concerned 
in its relationship to TVA if this bill were to be passed. It would 
be an additional tool, but it would be a change in policy. 

Mr. Swivter. It would be a fundamental change in the means of 
financing the TVA power program. It would not involve a funda- 
mental change, it seems to me, in any other way. It is perfectly con- 
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sistent with the pattern which Congress has followed from the very 
beginning of putting full responsibility on the TVA Board for ac- 
complishing the objectives of the statute, and giving the Board a rea- 
sonable degree of managerial discretion in carrying out the congres- 
sional program. 

Mr. Scuwencen. One other question: If we passed this bill and 
adopted this as a policy for TVA, would it not be necessary for the 
REA’s to come in and ask for the same privilege in my area, where 
we have REA—and I have supported it—or in other parts of the 
United States? And would we not be obligated to give this same 
privilege to every other cooperative ¢ 

Mr. Swipter. When you refer to REA, do you refer to the co- 
operatives ? 

Mr. Jonzxs, Will the gentleman yield? 

Mr. Scuwence.. Yes. 

Mr. Jones. I would like to say, of course, if we could get 2 per- 
cent money like the REA does at the present time, we would prefer 
that over any bonding arrangement. 

Mr. Scuwence.. I understand that, but I am saying if this is a 
change in policy, and I think we are agreed it is, in the method of 
financing 

Mr. Swivter. It is an additional method of financing we have not 
had before. Yes, sir. 

Mr. Scuwencex. Then if later on some other cooperative in a 
similar setup somewhere in the United States asked for that same 
privilege, we would have to be fair as Members of Congress and grant 
them the same privilege, would we not ? 

Mr. Swipter. I am not sure that you and I understand the situa- 
tion in the same way Congressman Schwengel. ‘These cooperatives 
are not Federal agencies. ‘They are organized under the laws of the 
several States. They come to the Rural Electrification Adminis- 
tration merely as borrowers. They have the right under State law 
to issue unlimited amounts of bonds. 

Mr. Scuweneen. Within the limits of law. In our State, at least, 
they have to meet certain requirements. You cannot pay twice the 
price or the value of something in issuing a bond. 

Mr. Swipier. I am not familiar with the particular statutes in your 
State, but in most States these cooperatives can issue unlimited 
amounts of bonds, and the real limitation is how much money they can 
use effectively in bringing electricity to the farmer, and how much 
the Rural Electrification Administration is willing to lend them. 
In lending money the REA assumes controls by the terms of the mort- 
gages, but I do not think that Congress has any direct control over 
these cooperatives. They are private organizations created under 
State law and are merely borrowers from the Federal Treasury. ‘They 
are not creatures of Congress, as TV A is. 

Mr. Scuwenee.. But they are quasi-public institutions. They are 
not the same as a private utility, 

Mr. Swiprer. They are cooperative organizations carrying out 
what you might eall a public benefit or public service program. 
Mr. Scuwencet. That is the principal objective of TVA too, is it 
not ¢ 
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Mr. Swintrr. TVA, I think you might fairly say, goes beyond that 
in carrying out a governmental program. 

Mr. ScuweEnceu. It is certainly public service. 

Mr. Swipter. Yes. 

Mr. Scuwencer. What else besides public service is there? 

Mr. Swipter. TVA exercises, by delegation, some of the powers of 
Government in its development of the Tennessee River system and 
in its commission from Congress to work for the development of the 
resources of the Tennessee Valley. It goes well beyond any program 
that is carried on by private industry. 

Mr. Scuwence. Its principal purpose is to furnish power for the 
Government and for the people in that area. Is that right? 

Mr. Swipter. That is one of the principal purposes. There are 
many other purposes of TVA. It is charged with the responsibility 
for the development of navigation on the Tennessee River and its trib- 
utaries; for the control of floods on the Tennessee River and on the 
lower Ohio and lower Mississippi; for the control of soil erosion; for 
the development of improved and cheaper fetrilizer; for the devel- 
opment of improved methods of agriculture—— 

Mr. Scuwencex. That is all public service. 

Mr. Swipter. Government operations are, of course, public service 


operations; but not all public service operations are Government 
operations. 


Mr. Scuwenecex. That is all. 

Mr. Mack. Mr. Swidler, as I understand this legislation, there is 
no limitation on the amount of bonds to be sold except the ability to sell 
the bonds? There is no other limitation on the TVA Board. That 
is, the TVA Board, if it wishes, may issue $200 million, $500 million, 
or $1 billion of bonds for the construction of new plants, provided it 
can sell these bonds. Is that correct? 

Mr. Swiorer. Yes, sir; that is correct. Of course, the operations 
of the TVA would take place in this framework that TVA has worked 
in for more than 23 years, from the very beginning, when it submits 
fully to the President and the Congress its plans for the expenditure 
of all the funds within its control, and justifies afterwards every 
dollar that.it has spent and how it has spent it. 

Mr. Mack. Would you see any objection to the inclusion in this bill 
of a provision, let. us say, for instance, that the amount of bonds that 
may be issued during the coming 2 years, should be limited to $200 
million ? 

Mr. Swipter. Are you referring to a total limitation of $200 mil- 
lion ? 

Mr. Mack. Well, what it amounts to is this: That after that issue 
of $200 million was sold, TVA would have to come back to Congress 
for additional authorization. 

Mr. Swipter. Mr. Mack, instead of providing, as this bill now does, 
for the possibility of long-term financial planning and for the assur- 
ance of new increments in power capacity as they are needed, so ng 
as TVA does an effective and responsible job, such a limitation woul: 
mean merely a series of annual or biennial requests for new authori- 
zations. 

Mr. Mack. I understood from previous testimony that the TVA 
requires about $150 million of construction a year to keep pace with 
the growing load demand of the area, and of that $150 million about 
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one-half would be paid out of what we might term “current profits” 
and one-half would be paid from bond-issue proceeds. If that be true, 
then the total amount of bond issues to be required would be $150 
million in a 2-year period. 

Would it be a great hardship on TVA to come to Congress and ask 
each 2 years, if necessary, for an additional $200 million authorization 
instead of giving you a blanket authority to issue all of the bands 
TVA desires to? 

Mr. Swipter. Well, sir, we have been 2 years now on this bill. 

Mr. Jones. You mean 3 years. 

Mr. Swivuer. It is apparent that that kind of a limitation would 
not permit long-range planning or provide assurance of being able 
to take care of our power obligations. 

Mr. Mack. If $200 million would not do it, would $400 million 
do it? 

Mr. Swipter. The decision whether to fix a figure, and if so, at what 
level is, of course, for you gentlemen. I can only say that any figure 
that you fix, within wide limits, would have the effect of placing a 
ceiling on growth until that ceiling was raised or removed. 

Mr. Mack. Of course, if you place a half a billion dollar limit there 
you would have 5, 6, or 7 years to run in your expansion before you 
would have to come to Congress for more authorization. Some of us 
have expressed concern about the possibility of TVA jumping beyond 
the present area served. From your previous testimony here in an- 
swer to Mr. Stauffer’s question, I got the impression that the limit 
TVA can expand is that area that could be reasonably served by the 
hydroelectric projects on the river. 

Mr. Swipter. Within transmission distance of the hydroelectric 
projects. 

Mr. Mack. Yes, sir. In other words, you could not build a steam 
plant with this bond issue on the outskirts of the area presently served 
and then go 150 miles farther and build another plant and go on 
farther and farther? In other words, you could not leapfrog across 
the country in your expansion under the existing law. Is that correct? 

Mr. Swivter. That is exactly right. 

Mr. Batpwiyn. When you mention within transmission distance, 
what distance from your past experience do you refer to? 

Mr. Swivter. The farthest that we have gone, Mr. Baldwin, is about 
175 miles at the point I am indicating on this map in Mississippi, I 
think aside from this corner of Mississippi, the greatest distance we 
are now serving is about 125 miles from a hydroelectric installation. 

Mr. Baripwin. Concerning that 175-mile point, do you consider 
from the standpoint of practicality that that is about the maximum 
transmission distance that is practicable and feasible ? 

Mr. Swivter. I think that is a question that perhaps should be more 
appropriately answered by Mr. Wessenauer, but my understanding is 
that TVA feels it has gone about as far into Mississippi in that direc- 
tion as is economically feasible. 

Mr. Batpwin. I see. I have a question on the matter of repayments. 
Subsection (f) on page 7 of the bill says, 


From net power proceeds in excess of those required to meet the corporation’s 
obligations under the provisions of any bond or bond contract, the corporation 
Shall, beginning with fiscal year 1956, make semiannual payments into the mis- 
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cellaneous funds of the Treasury on December 31 and June 30 of each fiscal year, 
as a return on the appropriation investment in the corporation’s power facilities. 


Now over on the next page, page 8, it says that these payments— 


shall be equal to the computed average interest rate payable by the Treasury 
upon its total marketable public obligations * * * 

When I first read that the first reaction I had was that this means 
the bill is proposing that the TVA pay interest on the Federal invest- 
ment rather than pay repayments of principal. But when I read it 
again, and I read the sentence on page 7, beginning at line 16, where 
1t says: 

The said appropriation investment shall consist, in any fiscal year, of that 
part of the corporation’s total investment assigned to power as of the beginning 
of the fiscal year (including both completed plant and construction in progress) 
which has been provided from appropriations or by transfers of property from 
other Government agencies without reimbursement by the corporation, less re- 
payments of such appropriation investment made under title II of the Govern- 
ment Corporations Appropriation Act, 1948, this act, or other applicable legis- 
lation— 
now as I understand this, on rereading it, these payments are going 
to be computed on the basis the average interest rate is paid by the 
Treasury in that particular year, these payments are Pec of 
priucipal and will reduce the outstanding principal still to be paid. 


Mr. Swiwter. No, Mr. Baldwin. The payments that are to be made 
under the language you have read are by way of a return and would 
not reduce the base on which future payments would be made. It 
would only be as a result of payments in addition to the payments of 


this return, that the base could be reduced. 

Mr. Bautpwin. I do not read that out of the two words on line 24 
and 25, page 7, which says “this act” or where it adds the words “this 
act.” As I read it this means that the computation of the remaining 
amount due would be reduced by any payments made under this act. 
I do not see any otl:er qualifying statement in here. 

Mr. Swivter. “Less repayments of such appropriation investment.” 
This language refers to the provision for repayments in subsection (g) 
which follows. There is a provision beginning at the top of page 9 
which reads: 

In order to protect the investment of holders of the corporation’s securities 
and the appropriation investment as defined in subsection (f) hereof, the cor- 
Sayan: during each successive 5-year period beginning with the period from 

u — 
And it says 1955, but it should be 1957—“through June 30” and it 
says 1960, but it should be 1962— 
shall apply net power proceeds either in reduction (directly or through pay- 
ments into reserve or sinking funds) of its capital obligations, including bonds 
and the appropriation investment, or to reinvestment in power assets— 
and so forth. 

It is the payments that would be made under (g) that would oper- 
ate to reduce the appropriation investment and not the return pay- 
ments under (f). 

Mr. Batpwin. I can understand your explanation that payments 
under (g) would reduce capital. That is clear and I appreciate the 

oint you have made. But I still do not read anything in subsection 
8) that clearly points out that these payments shall merely be an 
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interest payment and not considered an application to principal. I 
do not see any statement in here, despite your explanation, which 
I appreciate—I do not see any statement in (f) that indicates that. 

Mr Swipter. That is the intent of it, Mr. Baldwin, and I would 
certainly not object to clarifying that language if this explanation 
is inadequate in your opinion. 

Mr. Batpwin. In other words, basically you are saying that an 
additional sentence in (f) is there by interpretation, and that is that 
these payments described in (f) shall not be considered a payment 
on principal but purely an interest payment on the appropriation. 

Mr. Swipter. Yes, sir, and that might be clarified if you think it 
necessary, by inserting in lieu of the words “this act” the words “sub- 
section (g) of this section or section 26 of this act.” 

Mr. Batpwrn. I see. I have no other questions. 

Mr. Mack. Mr. Swidler, TVA now owes the Federal Government 
about $1 billion. Under this bill I understand TVA pays something, 
I think $30 million a year in interest. Assuming that TVA. goes 
out and sells a bond issue and has an interest obligation on that. At 
the end of a given year the TVA has not sufficient money to pay: both 
the interest to the Federal Government and the interest to the revenue 
bondholders. Then who is preferred in that instance? Is the Fed- 
eral Government preferred over the bondholders or does it have the 
effect of a second mortgage? 

Mr. Swivter. The woed ‘tai is used in the bill for the payments 
that are to be made to the Federal Government is not interest, al- 
though sometimes it has been called that in this testimony, It is 
“return.” This is the property of the Federal Government. In effect 
it is the Federal Government which is the borrower, through TVA, 
although payment is limited to TVA revenues. The promises to pay 
of the Federal Government, and the indebtedness of the Federal Gov- 
ernment, of course, comes ahead of its return, just as interest paid by 
a private corporation comes ahead of dividends. 

Mr. Mack. That is all, Mr. Chairman. 

Mr. Batpwrn. I have one more question. Mr. Swidler, could I 
ask a question I asked the other day. Why are you folks: proposing 
to make payments of interest on the investment instead of continuing 
the present plan of repaying principal when the interest payments 
are higher than to continue repaying the principal? The point is 
one I have been curious about. Why do you feel that this change in 
repayment method is a desirable thing? 

Mr. Swiprer. Perhaps there =delaien much to be said for retaini 
the existing arrangement and eliminating any return, but it seem 
to us that it made sense, at the same time that TVA went into the 
private market to borrow for its additional needs, to provide: fora 
return to the Federal Government on the investment which the Fed- 
eral Government has made. 

Mr. Batpwin. Let me see if I just follow through on this. At the 
present time if this section were not passed the TVA would continue 
to make payments of approximately 244 percent per year, and atthe 
end of 40 years in theory, if no new Federal contributions were made 
then all the payments to the Federal Government. for the portion of 
the investment applicable to power would be completed and no further 
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payments would have to be made by TVA to the Federal Government, 
Is that. right ? 

Mr. Swinter. I assume so. Yes, sir. 

Mr. Batpwin. Whereas this section you are now proposing pro- 
poses to pay 3 percent a year if the average Government borrowing 
continues as it is, forever, as far as this bill is concerned. Is that 
correct ¢ 

Mr. Swipter. That is right. Whatever the Government’s cost of 
money is, until the appropriation investment is paid down. 

Mr. Batpwin. Yes. Paid down, however, from the supplementary 
payments beyond this interest payment ? 

Mr. Swirer. That is right. 

Mr. Batpowry. It has been very puzzling to me to know why the 
TVA feels that this provision is beneficial to them, because in reading 
this over it seems to me it would be more beneficial from the stand- 
point of TVA to strike this section out and let the original provision 
remain of paying the 214 percent on the principal until the whole 
amount is paid off and then you are freed from making payments 
to the Federal Government. 

Mr. Swipner. I can understand your point. 

Mr. Sravrrer. Will the gentleman yield ? 

Mr. Batpwtn.: Yes. 

Mr. Sravurrer. Could it be that the present method of payments 
is a first lien by the Government on TVA and by changing it to an 
interest payment it becomes a second lien on the part of the Govern- 
ment, and the obligation on your revenue bonds becomes the first lien ? 

Mr. Swinter. That is a consideration certainly, Mr. Stauffer. It 
would have been necessary, in order to make the bonds salable, to 
have provided that the repayments to the Government should be a 
charge subordinate to the service charges on the bonds sold in the 
open market. 

Mr. Batowry. In other words, this particular section (f), which 
starts out, “From net power proceeds in excess of. those required. to 
meet the Corporation’s obligations under the provisions of any bond 
or bond contract,” that first provision clearly establishes that the 
bonds and the bondholder will have the first obligation and that the 
repayments of interest to the Federal Treasury will then come second ? 

Mr. Swioter: The payment of a return. 

Mr. Batpwrn. Will come second. Yes. But if we did not enact 
section (f) and let the original law stand as it is then the 214 percent 
payment to the Federal Government would remain the first obligation, 
having priority over any bond? 

Mr. Swivrrr. I think that is right, in which case, of course, it would 
be impossible to sell bonds. 

Mr. Batpwrtn. Do you consider it would be impossible to sell bonds 
unless the bonds were the first obligation prior to the Federal Gov- 
ernment ? 

Mr. Swirrr. Yes, I do, Mr. Baldwin, over the long pull.: Of 
course, TV.A could sell a limited issue of bonds without that kind of 
an authorization, but if this is intended to enable TVA to continue 
through the’years to sell additional bonds as new capacity is required, 
it becomes essential that the bondholders have the first charge on 
the revenues just as they do in the case of other borrowers. 
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Mr. Batpwin. Do you imply by that that the Federal Government 
would then be left in the position of having an investment which is 
such a risky investment that no private bondholder would be inter- 
ested in buying a similar one? Is that the implication ? 

Mr. Swioter. No, sir. Any corporation’ with a sound financial 
structure needs some equity capital. The equity of the Federal Gov- 
ernment in this system is what would make the bonds salable at a 
reasonable interest rate. 

Mr. Batpwin. I have no other questions. 

Mr. Mack. Mr. Swidler, I have been thinking for some time that 
perhaps if Congress could, as Mr. Baldwin suggests, approach this 
matter from the standpoint of the TVA paying off each year some- 
thing on the principal, and not having the interest pn , that this 
plan might be more palatable and more acceptable. TVA is a contro- 
versial issue. The TVA now owes about $1 billion to the Federal 
Government. If TVA could pay off $25 million a year of principal 
without any interest, then the Federal interest in the project would 
be continually reduced, and instead of putting up money for the TVA 
the Federal Government would be receiving back some of its past 
investment and the TVA would have two subsidies: One subsidy 
due to not having to pay any interest on the Federal money used as 
capital investment and the second by the subsidy of not being required 
to pay income taxes as private industries do. 

Even if the TVA were to pay $25 million a year into the Federal 
Treasury to pay off the debt that now exists, TVA still would have 
available, at the present operating profit level, which is $53 million, 
about $28 million to pay interest on the revenue bonds sold, plus what- 
ever the depreciation on the operation is. So you would have in 
excess of $25 million a year of money available for the payment of 
revenue bond interest, and the obligation to the Government would 
be reduced and the taxpayers would be assured over a period of time 
of getting back their money. 

Mr. Swipter. I shall not comment on your references to subsidy be- 
cause they have been discussed by Mr. Wessenauer at considerable 
length and I do not want to repeat what he has said, but coming to the 
gist of your question, if I understand your proposal it would be that 
instead of paying a return which might range from 214 percent to 3 
percent, TVA would return some capital at the rate of let us say 214 
percent of the appropriation investment without interest. 

I do not see how from the point of view of the Federal Government 
and the point of view of the Treasury that the Treasury would be 
any better off. As Mr. Baldwin pointed out the proposal in the bill 
is more favorable to the Treasury than the return of 214 percent 
of the existing appropriation investment a year. 

Mr. Mack. Of course, the payment to the Federal Govertiment of 
21% percent would come first, and not be a secondary liability. 

Mr. Jones. Let me ask you this question, Mr. Swidler. As T under- 
stand the question being propounded to you now it is based on the 
assumption that in the event the TVA is given the authority to issue 
bonds, there would be three principals at interest. First there would 
be the Treasury of the United States, the TV A, and bondholders. You 
oo TVA as an agency of the Government, do you not, Mr. Swid- 
er? 
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Mr: Swiorer. Yes, sir. 

Mr. Jonzs. In.other words, there are not but two parties at in- 
terest. If you are talking about.a second mortgage and a third mort- 
gage there is no such thing as a second mortgage involved, because 
the principle in this case is the TVA issuing bonds, the repayment of 
which is to be made out of the earnings of the company. Is that 


—" 
fr. Swipter. That is right. 

Mr. Jones. The benefits that would accrue would be turned in to 
the Treasury of the United States, would they not? 

Mr. Swinter. Yes, if not required for reinvestment. 

Mr: Jones. That is right. So the whole assumption and the whole 
theme of this bill is based on the proven ability of the Tennessee 
Valley Authority to produce power at a’ reasonable cost and at a 
profit, as it has demonstrated that it can do im the past, and take care 
ef its future obligations by paying off the debts incurred through 
bond issues in order to construct new facilities, and at the same time 

ay an interest rate on the capital investment already made in the 

VA. 

Mr. Swioter. That is right. 

Mr. Jones. Why this notion about'a second mortgage ? 

Mr. Swipter. I am sure Mr. Mack recognizes that there is a provi- 
sion in this bill which requires TVA to charge rates which are high 
enough to provide for a return on the Government’s appropriation 
investment as well as for operating expenses, in lieu of tax payments, 
and bond service charges; so that the Federal Government does have 
the assurance that it will get what the bill defines as its due. But Con- 
gress I am sure would not want to lay out a plan for TVA for financ- 
ing itself that did not make good financial sense; and for TVA to go 
out in the market with the owner claiming a dividend ahead of the 
obligations that might be assumed to the bondholders, would be such 
a strange financial arrangement that I am sure it would not be con- 
sidered a workable one by the financial community. 

Mr. Sravrrer. Will the gentleman yield ? 

Mr. Jonzs. Yes, sir. 

Mr, Sraurrer. I just wonder what would be the effect of your 
financing plan if you levied an additional 1 mill, or charged an addi- 
tional 1 mill, or 2 mills, whatever it would require, to service these 
revenue bonds. That would leave the United States equity as it is 
today. Could you not sell revenue bonds by increasing the rates by 
1 mill, or 2 mills, or whatever was necessary, and take care of the reve- 
nue on these additional bonds? 

Mr. Swivter. If TVA were operating for the highest possible profit 
and the extent of the benefit to the area and the country was not an 
important factor, that might be the right way to do it. 

r. Staurrer. Let us forget the benefits for a while. 
Mr. Swipter. But TVA is now charged by law with trying to make 
wer abundantly available within the Tennessee Valley area as a 
emonstration for the whole Nation. Such a proposal as you have 
suggested would not be consistent with our present obligations. Such 
a rate increase is not now required. I think that the figures that Mr. 
Wessenauer discussed with the committee demonstrate that TVA can 
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pay off its bonds and pay a return to the Treasury on the basis of the 
existing rates, 

If it should develop that the present rates are not adequate for those 
purposes, they will of course have to be increased within the limits 
pormnitiny by our power contracts. We have some limitations on our 

reedom in adding additional charges on our customers. Our sales of 
power are all based on contractual arrangements. 

Mr. Sraurrer. It seems to me, Mr. Swidler, that you have already 
had, the people of this area, tremendous benefits from the TVA. Iam 
not jealous of you, or anything of the kind. I think it has been a 
wonderful project, but it seems to me from now on you ought to think 
in terms of service and forget increased benefits. You already have 
those. Now you want to service the area, and that should be the aim 
instead of increased benefits, 

Mr. Jones. As I understand the gentleman from Pennsylvania, 
TVA should cease its operations? 

Mr. Stavrrer. Oh, no, but now try to expand your facilities on the 
basis of service, and an adequate charge for that service, rather than 
thinking in terms of greater and greater benefits forever for this 
area and perhaps adjacent areas. 

Mr. Swipter. Certainly the charges should be adequate. And we 
think that they are. 

Mr. Jones. Mr. Swidler, in the TVA Act itself it directs you to 
make power available at the lowest possible cost, does it not ? 

Mr. Swipter. Yes, sir. 

Mr. Jones. So to do what Mr. Stauffer suggested would take an 
amendment of the basic act, would it not ? 

Mr. Swioter. I am not exactly clear as to what Mr. Stauffer has in 
mind. If he has in mind any policy which would require TVA to 
earn a profit beyond that which is required to pay all of our expenses 
and a return on the appropriation investment, bond service require- 
ments, plus a reasonable margin, I would say, yes; a charge beyond 
that would be inconsistent with the obligations of TVA under our 
present act, and the nature of the program which Congress entrusted 
to us and which this bill would leave unchanged. 

Mr. Staurrer. The purpose of this legislation is to provide greater 
service for the area—additional service for the area. 

Mr. Swipter. It is to enable us to meet the expanding demands of 
our consumers as the area grows in population and as new needs for 
electricity develop. 

Mr. Sraurrer. It seems to me that the addition servicing of this 
area should be on a sound financial basis. 

Mr. Swipter. May I read to you, Mr. Stauffer, the language of sub- 
section (g)? I should like you to be satisfied that TVA is fully 
obligated to charge rates which are high enough to protect the inter- 
ests of the Federal Government. 

(g) The Corporation shall charge rates for power which will produce gross 
revenues sufficient to provide funds for operation, maintenance, and administra- 
tion of its power system; payments to States and counties in lieu of taxes; debt 
service on outstanding bonds, including provision and maintenance of reserve 
funds and other funds established in connection therewith: payments to the 
Treasury as a return on the appropriation investment pursuant to subsection 


(f). hereof; and such additional margin as the Board may consider desirable 
for investment in power system assets, retirement of outstanding bonds in ad- 
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vance of maturity, reduction of appropriation investment, and other purposes 
connected with the Corporation’s power business, having due regard for the 
primary objectives of this act, including the objective that power shall be sold 
at rates as low as are feasible. 


Mr. Sravurrer. I have no further questions. 

Mr. Batpwin. I would like to say that I think Mr. Swidler has 
been a very helpful witness to us, and I for one appreciate his kindness 
in explaining some of these provisons about this act we have been 
uncertain about. 

Mr. Swipter. Thank you. 

Mr. Dempsey. Do you have any other testimony you wish to offer, 
Mr. Swidler ? 

Mr. Swipter. No, sir. 

Mr. Dempsey. There are some witnesses here, or representatives 
who have statements they desire to put in the record, I understand. 

Mr. Swipter. Thank you, Mr. Chairman. 

Mr. Demrszy. Thank you. Mr. John Ford, executive manager of 
the Alabama Rural Electric Association of Cooperatives from Mont- 
gomery, Ala. 

Mr. Jones. Mr. Chairman, Mr. Ford told me yesterday he had 
waited for 2 days to be heard and was forced to return to Montgomery 
for an appointment today. He asked to be put on record as strongly 
favoring H. R. 3236 and H. R. 4266. 

Mr. Dempsey. Mr. J. K. Smith, manager of the Kentucky Rural 
Electric Cooperatives, Louisville, Ky. 

Mr. Jones. I understand he too has left and wanted consent to 
extend his statement in the record. 

The same request comes from Mr. Paul Tidwell, chairman of the 
legislative committee of the Tennessee Rural Electric Cooperative 
Association of Centerville, Tenn. 

Mr. Dempsey. Without objection, it is so ordered, and their state- 
ments may be a part of the record at this point. 

, [ihe pee statements of Mr. Smith and Mr. Tidwell are as 
ollows: 


STATEMENT oF J. K. SmirH, Executive MANAGER, KentucKy RuRAL ELECTRIC 
COOPERATIVE Corp. IN SuPpPORT OF THE TVA SELF—-FINANCING BILL 


Mr. Chairman and gentlemen of the subcommittee, my name is J. K. Smith of 
Louisville, Ky. I am executive manager of the Kentucky Rural Electric Co- 
operative Corp., which is the state association of rural electric cooperatives, a 
service organization representing 22 member rural electric cooperatives who 
provide electric service to approximately 175,000 member-users. I am appear- 
ing before the committee in support of legislation pertaining to the self-financ- 
ing plan for TVA. 

At the outset I want to remind you that Kentucky is only partially served by 
TVA. We have 4 rural electric cooperatives out of the 26 in Kentucky who 
purchase wholesale power requirements from TVA. These 4 rural electric co-ops 
serve approximately 50,000 member-users. The mere fact that only 4 rural elec- 
tric cooperatives in Kentucky secure their power from TVA does not lessen our 
interest in the TVA program. We feel that we have a lot at stake in TVA’s 
future. TVA has meant a lot and will continue to mean much to our folks, di- 
rectly and indirectly, just as it has meant a lot to other sections of the nation. 

TVA is not a theory to Kentuckians. It is a hard-working agency which has 
done and is continuing to do more for the people than was envisioned when the 
agency was created many years ago. 

The growth of electric service by the rural electric cooperative members in 
Kentucky has been tremendous—TVA has contributed to that growth. In 19387, 








“ 





TENNESSEE VALLEY AUTHORITY FINANCING 191 


when the first rural electric co-op lines were energized, only 3 percent of Ken- 
tucky’s farmers had central station electric service; today 95 percent of Ken- 
tucky farmers have central station electric service. We desire to point out that 
the four co-ops who purchase their wholesale power from TVA have had the 
most rapid growth in use of electricity by their users. The average kilowatt- 
hour used by their members is twice as much as the members of the other co- 
operatives in areas where TVA wholesale power is not available. Why is this 
true? Because low retail rates are an incentive to the use of power on the farm. 

We have found through experience in the operation of rural electric cooper- 
atives that power cost is one of the largest items in the operating expenses of a 
rural electric cooperative. Approximately 32 cents of every dollar in revenue 
is expended for wholepower. Power cost has become a major concern of every 
rural electric cooperative. TVA provides a yardstick by which we can measure 
power costs. Each rural electric cooperative in Kentucky has benefited by 
TVA’s yardstick, primarily because of the nearness to the TVA service area. It 
has placed us in a good bargaining position for wholesale power. 

Wholesale power supply was the No. 1 problem of Kentucky’s rural electric 
co-ops for many years. If rural electric cooperatives are to be strong financially 
and to maintain that strength, it is necessary that the cooperatives have assur- 
ance of a low cost, abundant and dependble source of power. This problem of 
wholesale power supply developed to such a critical stage that it was necessary 
for the rural electric cooperatives in Kentucky outside the TVA service area 
to plan for their own generation and transmission organization. These plans 
were started in 1941. The cooperatives joined together, forming a cooperative 
organization for the purpose of providing their source of wholesale power. Ap- 
plication was made to REA for funds to build a generation and transmission 
system. Funds for this purpose were finally made available by REA. After 
many long and hard-fought cases before regulatory bodies and in the courts, 
justifying the need on the part of the rural electric cooperatives, we succeeded 
in building our own generation and transmission system. We have today what 
is known as the East Kentucky Rural Electric Cooperative Corp. The East 
Kentucky Rural Electric Cooperative provides wholesale power to 16 member 
rural electric cooperatives. The East Kentucky Rural Electric Cooperative 
Corp. was brought about because: 

(1) Wholesale power costs were too high. 
(2) Wholesale power supply was not dependable. 
(3) Wholesale power source was inadequate. 

TVA played a large part in making this plan of East Kentucky feasible 
whereby we have our own source of wholesale supply. TVA has a contract with 
East Kentucky Rural Electric Cooperative to provide them with emergency 
standby service. This arrangement has made it possible for East Kentucky 
Rural Electric Cooperative to build the generation and transmission system with 
a reduced investment of approximately $4 million because of this emergency 
standby arrangement. If East Kentucky has a generator to go out in its gen- 
erating plant, they can arrange with TVA for emergency service during the 
period of the emergency. East Kentucky RECC likewise can and does 
assist TVA through this same arrangement, providing TVA with power when 
available from East Kentucky on standby basis. 

The 16 rural electric cooperatives served by East Kentucky are now securing 
their wholesale power at a good rate as the result of this plan. 

Now, you may ask what has happened to the other six rural electric coopera- 
tives in Kentucky who are presently buying power from private utility sources. 
These six cooperatives are buying their wholesale power at a fairly reasonable 
rate because they have been placed in a good bargaining position through the 
availabiilty of power from East Kentucky Rural Electric Cooperative. Without 
this bargaining position, these cooperatives would be paying a higher rate for 
their power. It was just a few years ago that these same cooperatives were 
paying 10% to 11 mills for their wholesale power. Today their rate is 7.5 to 8 
mills. 

The rural electric cooperatives in Kentucky therefore, have a real interest in 
TVA being provided a vehicle for financing which will keep TVA strong and 
enable them to meet their demands. 

Of course power generation is only one of the many valuable contributions 
which TVA is making, not only directly to the area which it serves, but to the 
Nation in general. Flood control, reforestation, navigation, soil conservation, 
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agricultural research projects and recreational facilities to millions of people 
yearly. All these and other contributions of TVA make it indeed, national in 
scope. 
Mr. Chairman, we support the self-financing plan for TVA as being needed 
and sound. We also feel it constitutes an orderly and economical way for TVA 
to secure new electric generating facilities as the need demands. Every utility 
system, regardless of how large or how small, must have enough flexibility to be 
able to plan ahead to meet its expected growth. We believe the self-financing 
plan will enable TVA to move ahead to provide the service expected by the peo- 
ple depending upon TVA for their requirements. 


STATEMENT OF PAvuL H. TIDWELL, CHAIRMAN, LEGISLAGIVE COMMITTEE, TENNESSEE 
RURAL HLECTRIC COOPERATIVE ASSOCIATION 


Mr. Chairman and gentlemen of the committee, my name is Paul H. Tidwell, 
I am chairman of the legislative committee of the Tennessee Rural Electric Co- 
operative Association, which is the statewide service organization of rural elec- 
tric cooperatives serving over a million rural Tennesseans. I am also the Tenne- 
see Director serving on the Board of the National Rural Electric Cooperative 
Association. Finally, I am manager of Meriwether Lewis Electric Cooperative 
which supplies electric service to more than 11,000 members in 5 counties and 
headquartered in Centerville, Tenn. 

First, I would like to express my appreciation, and for those whom I represent, 
for the privilege of being heard. 

My purpose in appearing before this subcommittee is to support the provision 
by the Congress of a means by which TVA can meet the developing power needs 
ef the area. Specifically, I come in support of the TVA self-financing plan. 

We, who live in the valley, and who have observed and participated in the 
Tennessee Valley Authority, since its creation by the Congress, knuw of its great 
work, Only recently when torrential rains fell throughout the valley a flood was 
prevented which would have been the second worst flood in our history. But for 
TVA it would have caused $65 million in damage to the city of Chattanvoga alone. 
We believe in TVA. 

In the general field of resource development the Tennessee Vally Authority is 
a demonstration fact which people from all over the world come to observe and 
study. It is one of the most outstanding demonstrations of this nature we have 
and we are justifiably proud to show it. 

My own 5 counties in Tennessee have great need for economic development, 
even if we are to attain a status of providing opportunities for a livelihood to 
our own sons and daughters. Frankly, we have a long, hard job ahead in this 
respect, and regardless of other advantages or disadvantages which our area or 
any area might have for its economical development, there is one resource which 
is absolutely vitai to all our efforts to make progress. When business or in- 
dustry asks for additional power to modernize its operation, to add new equip- 
ment, to improve its lighting, to serve a new plant or enlarge an existing plunt— 
we must be able to serve. To answer “No” to these power needs would be eco- 
homes of their own, or our older people seek to better their living standards— 
we must be able to serve. To answer “No” to these power needs would be eco- 
nomie suicide for any area in this land. This is a disadvantage which none 
could overcome. Although the cost of power to industry is in general a rela- 
tively small cost, the availability of power—both present and future—is crucial 
and decisive. 

During these proceedings we have heard considerable discussion as to whether 
or not this proposed legislation shouldn’t place specifie territorial limitations on 
TVA. Frankly, I don’t think this would be workable or desirable. The TVA 
act already contains a territorial] liimtation by limiting TVA service to reason- 
able transmission distance from the hydro projects. This has proven to be a 
workable limitation as illustrated by the fact that there have been only very 
minor changes in the territory served in the last 10 years. 

Drawing a more definitive line around the TVA service area will, in my opinion, 
have very serious effects on the immediate area and on the cooperatives through- 
out the Nation. There can be no doubt that TVA under its present method of 
operation has set a competitive example which has influenced power company 
rates all over the Nation. If we build a high wall around the competitive ex- 
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ample and remove any possibility of any competition it will, in my opinion, 
be ae a short time before power company rates outside the TVA area bounce 
upward. 

I firmly believe the limitations contained in the present TVA Act give ample 
assurance that there will be no wholesale expansion of the present service area 
and at the same time provides the flexibility so important in obtaining reasonable 
rates outside the TVA area. 

In trying to answer the question as to who is going to gain by building a 
higher wall around the TVA area, the only conclusion I have been able to reach 
is that the private companies serving cooperatives outside the TVA area wish to 
eliminate the comparative example set by TVA. Further, it seems to me that if 
a tight fence is to be placed around the TVA service area, it should be a fence 
which keeps people out as well as keeping them in. In other words, a terri- 
torial limitation should work both ways and I do not understand how such a two- 
way arrangement could be accomplished in an amendment to the TVA Act. 

Also, during this hearing we have heard a good bit of discussion to the effect 
that TVA does not pay income taxes to the Federal Government. It is true 
that TVA does not pay income taxes as such. It is not true, however, that this 
results in increasing the income tax burden of the rest of the country. In the 
first place, more than half of TVA sales (57 percent) are made to the Federal 
Government. It would make no sense to pay income taxes on these sales because 
it would simply be taking money out of one Government pocket and putting it 
in another. Disregarding this fact, however, the earnings of the TVA power 
system have been such that if you deducted the Government’s cost of interest 
on the total TVA appropriation investment, the 1956 operations would have left 
approximately $26 million, all of which belongs to the Federal Government. If 
TVA were a private corporation only about one-half this amount would be paid 
in Federal income taxes since taxes are paid only on 52 percent of earnings 
after interest. 

We of the Volunteer State are a proud and honest people as our history most 
certainly bears out. We do not desire any Federal subsidy in the financing of 
TVA power supply, but rather we come requesting that you use your great 
legislative powers to make possible the continued, orderly growth of our region 
through a purely businesslike approach. We are requesting that you support 
legislation which will enable the Tennessee Valley Authority to secure necessary 
financing through a self-financing bond plan. 

We request that our electric bills provide the basis of the financing. The 
TVA self-financing plan through electric revenue bonds would place the finan- 
cial responsibility for new power supply on the electric consumer—on the 
amount of electricity he uses, on his integrity as a bill payer, on the efficiency 
of the various power operations. Appropriations would not be required. The 
Federal budget or Federal debt would not be increased. The electric consumers 
would stand back of the financing and pay off the bonds while the Congress and 
executive branch would control TVA and the people of the Nation would accrue 
ownership in its facilities, 

We further request that this plan be an honest workable plan and that you 
gentlemen carefully guard against any crippling or slow starvation language 
which could prevent this great agency from continuing so admirably the carry- 
ing out of the job assigned it by the United States Congress nearly 22 years ago. 

I thank you. 


Mr. Dempsey. That will conclude the hearings for today and we will 
adjourn to the call of the Chair. 

(Whereupon, at 11:45 a, m. the subcommittee adjourned subject 
to the call of the Chair.) 

(The following was furnished for insertion.) 


STATEMENT BY ALEX RADIN, GENERAL MANAGER, AMERICAN PUBLIC POWER ASSO- 
cIATION, Re H. R. 3236, TVA Setr-FinAncrINneG BILL 


My name is Alex Radin. I am general manager of the American Public Power 
Association, a national trade organization which represents more than 800 local 
publicly owned electric utilities in 40 States, Puerto Rico and Alaska. 

The American Public Power Association has a profound interest in the financing 
plans for the Tennessee Valley Authority. While our association does not rep- 
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resent any Federal power system such as TVA, a large number of the municipal 
electric utilities which comprise our membership do purchase power at wholesale 
from TVA and other Federal agencies. 

In the 1956 fiscal year, the municipal distributors of TVA power which are 
members of this association purchased more than 10 billion kilowatt-hours of 
electricity from TVA, for which they paid TVA more than $40 million. These 
wholesale purchases represented more than 81 percent of TVA’s total sales to 
municipalities during that fiscal year. 

Since TVA is their sole supplier of electricity, these municipalities naturally 
look with a great deal of interest and concern upon legislation which would 
affect financing and other conditions under which TVA operates. Such legisla- 
tion has a direct bearing not only upon TVA’s ability to continue to supply 
ample power to these municipalities, but also on TVA’s wholesale rates and 
other service conditions. 

In addition to the interests of our members in the 'I'VA area, this association 
has two other grounds for concern with this legislation : 

1. The pattern of financing which evolves from this legislation may have an 
effect on the Federal power systems which supply power to our members in other 
parts of the Nation, and 

2. TVA is regarded as one of the outstanding public power systems in the 
Nation, and legislation which might adversely affect this agency would reflect 
adversely upon all public power systems. 

Through the years our association has supported TVA and the purposes for 
which it has stood. We believe that this agency, which has attained worldwide 
acclaim, has an outstanding record and has amply justified such support. TVA 
has brought lower electric rates to the people of the area, has raised their stand- 
ard of living, and has provided a yardstick for electric rates nationally. The 
extent of TVA’s leadership in the electric industry is indicated by the fact that 
in 1956 the average residential use of electricity in the TVA area was 5,773 
kilowatt-hours as compared with the national average of 2,969 kilowatt-hours. 
Revenue per kilowatt-hour of residential consumption was 1.17 cents, while the 
national average was 2.60 cents. The impact of TVA upon electric rates through- 
out the Nation is graphically demonstrated by the fact that, like ripples in a 
pool, electric rates become steadily higher as the distance from the TVA area 
increases. 

Our association in the past has consistently supported the appropriation by 
Congress of such funds as have been needed to supply the demands for power in 
the Tennessee Valley. By contract with the various municipalities and rural 
electric cooperatives in the TVA area, the Federal Government many years ago 
entered into partnership with these local organizations—a partnership under 
which the Government agreed to furnish the necessary power supply, with the 
local agencies investing their funds for distribution facilities. Through these 
contracts the Federal Government has a solemn obligation to supply the power 
needs of the area. The fact that funds for these generating facilities were 
completely self-liquidating further enhanced the justification for such investments 
on the part of the Federal Government. 

It has become apparent today, however, that additional means of financing 
must be found for TVA, if that agency is to continue, in the future, to make the 
magnificent contributions to American life which it has made in the past. For 
that reason, at our organization’s most recent annual convention, held June 
25-27, 1957 in New York City, our association unanimously adopted a resolution 
endorsing the self-financing plan proposed by Congressmen Clifford Davis and 
Robert Jones, this plan being currently considered by your committee as H. R. 
4266 and H. R. 3236, respectively. A copy of this resolution is attached to my 
statement as exhibit A. 

We firmly believe that in considering any new financing plan for the TVA, 
three of the unique contributions of TVA must be preserved. They are: (1) The 
flexibility and relative freedom of operation of the corporate structure; (2) the 
integrated, regional nature of the power system ; and (3) the policy of establish- 
ing the lowest rates economically feasible. Any proposed changes in the TVA 
Act which run counter to these principles, or violate them, should, in our 
opinion, be rejected. 

We believe H. R. 3236 and H. R. 4266, however, are in complete harmony 
with these principles. For this reason, we have endorsed these bills. 

H. R. 3236 and H. R. 4266 provide for three alternative means of financing 
future power requirements of TVA: (1) A continuation of Federal appropria- 
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tions, whenever Congress feels that this is the proper method for financing 
certain additions; (2) permitting the Authority to issue revenue bonds in the 
private market; and (3) authorizing lease or lease-purchase arrangements with 
municipalities or other local governmental entities whereby the credit of these 
local agencies could be used to construct needed facilities. 

Inasmuch as the Federal appropriations method has been used to finance TVA 
since its inception, I will only comment that, as TVA will continue to be owned 
by the Federal Government, the Government should not deny itself of the most 
economical means of financing additions to the power system. 

Especially should appropriations be considered for power generating facilities 
to supply the Government’s own installations, such as those of the military 
forces or the Atomic Energy Commission. In 1956, more than one-half of TVA’s 
total power output went to national defense agencies of the Government. These 
agencies will continue to need more power, it seems, and the Government should 
not be denied the means of supplying its own needs through its own funds. 

The importance of low-cost power to the Federal Government is highlighted 
by the fact that in 1956, if the Government had to pay only 1 mill more per 
kilowatt-hour for the power it purchased from TVA, the increase in the Gov- 
ernment’s power bill would have amounted to more than $30,500,000 in 1956 
alone. Additionally, of course, many defense related industries purchase power 
from TVA, and an increase in the cost of power to these industries likewise 
would result in an indirect increase in costs to the Government. Still another 
important factor to consider in this connection is that the undisputed compe- 
tion offered by TVA has spurred privately owned power companies adjacent to 
TVA to provide power to the Government at lower rates than might have been 
obtained otherwise. 

For these reasons, especially, it is important that TVA continue to have 
authority to expand its generating facilties through appropriations, which 
represent the lowest cost financing, when such a course is approved by the 
Congress. 

Concerning the second alternative means of financing—the issuance of revenue 
bonds—we believe our organization is in a unique position to recommend such a 
course. A great many, if not most, of our member systems have authority to 
finance their plant expansion through the issuance of revenue bonds. Such out- 
standing municipally owned electric utilities as the Los Angeles Department of 
Water and Power, Seattle and Tacoma City Light and hundreds of municipally 
owned utilities throughout the country have long financed plant expansion 
through the issuance of revenue bonds. State-owned electric systems, such as 
the South Carolina Public Service Authority, the Grand River Dam Authority of 
Oklahoma and the Lower Colorado River Authority of Texas, likewise have 
power to issue revenue bonds. Such is the case, too, with the public power dis- 
tricts of the Nation’s only all-public-power State, Nebraska. 

The authority of public agencies to issue revenue bonds therefore is well 
rooted in precedent, and the excellent financial performance of the local pub- 
licly owned electric utilities is a matter of record in the Nation’s leading fi- 
nancial institutions. 

It is interesting to note, too, that the Ontario Hydroelectric Power Commis- 
sion, which served as a model for TVA, and which has established an enviable 
record in developing the power resources of that Province of Canada, like- 
wise has the authority to issue revenue bonds, and most of the financing of 
that agency has been accomplished either through revenue bonds or through 
the use of the Commission’s own funds. 

With the heavy demands being made upon Federal appropriations for other 
programs, and with the maturity of the TVA power system and its proven earn- 
ing power, the extension of revenue bond authority to a regional public corpora- 
ton such as TVA would seem to be normal, logical and of unquestioned desir- 
ability. 

Concerning the third alternative method of financing—the leasing or lease- 
purchase of facilities from local governmental entities—this, too, provides an- 
other acceptable means of providing new power capacity for the region in a 
manner which would preserve the regional character of this agency. 

During the course of these hearings, considerable attention has been given 
to the question of the degree of control which the Congress should exercise 
over TVA. This is an entirely proper question for this committee and the 
Congress to consider, for TVA is a creature of the Congress, and the original 
act was the culmination of many years of painstaking effort by various Mem- 
bers of the Congress. 
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In considering the broad policy question concerning the extent of contro} 
which the Congress should exercise over TVA, I believe it would be helpful 
to seek the guidance of one of the cosponsors of the TVA Act, the distinguished 
Senator from Alabama, Lister Hill. Senator Hill, of course, is intimately ac- 
quainted with the intent of the TVA Act, and is the only Member of the Con- 
gress who served on the conference committee appointed to adjust the differences 
between the House and Senate when the TVA Act was adopted. 

In testifying in 1955 before a Senate subcommittee on the subject of legisla- 
tion similar to that now being considered by your subcommittee, Senator Hill 
made these comments which are addressed primarily to the question of the 
executive branch control over TVA operations, but which also shed important 
light on the philosophy of the TVA Act insofar as it relates to the relative 
freedom of operation of the TVA Board: 

“Federal programs of various sorts for the conservation of natural resources. 
were being undertaken throughout the country in 1933. The tasks were not new. 
But the kind of agency we created to carry out the policies adopted was 
different. 

“We departed from the conventional Federal pattern of administration in 
many ways. Most importantly, we meant the TVA to be a bulwark against the 
steady push of centralization. Even then we realized, and increasingly we 
know today, too many decisions are made in Washington. Too many papers are 
required. Too many matters are decided by remote control. 

“The men who decide are too far away from the problems. In the TVA we 
specified that the headquarters of the Board should be located in the region, 
away from Washington, close to the work to be undertaken. We tried our best 
to make the Board’s authority equal to its responsibility, to place the power of 
decision in its hands. We did not visualize its members as errand boys, sub- 
servient to centralized control in Washington. We wanted to be able to hold 
the Board accountable for results. So we put TVA employees outside the regu- 
lar classified civil service. We placed responsibility upon the Board directly 
for the selection, the training, the promotion, the compensation of its employees 
for the purchase and the sale of land and equipment. We permitted the agency 
to sue and be sued in the courts. We were firm about policy in the act, clear, 
I believe, although at times, perhaps, verbose, about objectives. But we were 
silent on details. 

“We did not try to foresee every situation which might develop and to pre- 
scribe the course of action to be pursued. So far as power production was con- 
cerned, we made clear that power was to be regarded as a tool, just as the 
fertilizer the Board was directed to produce at Muscle Shoals would be a tool, 
just as the navigation channel would be a tool—a tool to develop the economy 
of the area—to raise the standard of living of the people, to expand economic 
opportunities of the men and women living in the region. 

“TVA was intended to be a demonstration for the Nation, the entire Nation, 
of what can happen when power is so regarded, when rates are established at 
levels designed to promote abundant use, and general economic growth, and 
not to provide a maximum of earnings for the power system owners.” 

This statement, by one of the coauthors of the original TVA Act, should be 
given most serious consideration, in my opinion, in any congressional action 
looking toward amendments to the TVA Act. Operating under the philosophy 
described above by Senator Hill, the TVA has established an enviable record 
and has gained world renown. If the philosophy which has been embodied in 
the original act has achieved such excellent results, as the public records 
demonstrate, then I believe we should measure the proposed amendments to 
the TVA Act against the spirit contained in the original act. In so doing, I 
am confident the Congress will find that the Davis-Jones bill is in harmony with 
those principles. 

The urgency of action on this matter is readily apparent. In fact, there have 
already been too many delays, while TVA’s power supply problems have grown 
more serious. 

The President of the United States, in January 1955, more than 2 years ago, 
said in his budget message: “TVA is giving immediate attention to the possibilities 
of financing further expansion of its power system by means other than Federal 
appropriations. The Authority has been requested to complete its studies in time 
to permit consideration by the Congress of any legislation that may be neces- 
sary.” On March 30, 1955, TVA made public the results of its study. In May 
1955, legislation was introduced in the House to implement the recommenda- 
tions of TVA. 
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Again in January 1956 the President said: “There is pending before Congress 
legislation which the administration has proposed for financing steam-power 
facilities of the TVA through the sale of revenue bonds.” 

“Additional steam powerplant units after 1956 are expected to be financed 
from revenue bonds,” the President’s budget message said. 

And again in January 1957 the President said: “Legislation is recommended 
to authorize the TVA, subject to regular budgetary review, to finance new 
generating facilities by the sale of revenue bonds. After the Congress has acted 
upon this legislative proposal, the power requirements of TVA will be 
reexamined.” 

In that same message this past January, President Hisenhower spelled out 
what the power requirements of the TVA area are. Said the President: “Based 
on the best information now available, it appears that additional generating 
capacity will be needed to meet TVA power requirements by the end of the 
calendar year 1960.” 

In other words, the President said that by the winter of 1960 there would be a 
power shortage in the Tennessee Valley unless something is done about it. It 
takes 3 years to build steam-generating units, as this committee knows. We have 
already passed the winter of 1957, which means that right now the Tennessee 
Valley is facing the prospect of a power shortage in the winter of 1960. And the 
longer legislation is delayed, the more critical the situation will become. 

It is abundantly clear, therefore, that action on this pending legislation is 
needed now. We firmly believe that H. R. 3236 and H. R. 4266 would be in 
harmony with the basic principles of the TVA Act, and would permit that agency 
to continue its excellent record of the past. We therefore urge your committee 
and the Congress to approve this legislation at the earliest possible time. 


APPENDIX A 


RESOLUTION No. 2 SuprortiNG LEGISLATION To PrOvipE SeLF-F INANCING BY 
Bonps ror TVA 


Whereas the Tennessee Valley Authority, created by an act of Congress 
in 1933, is the source of power supply for the Tennessee Valley service area, 
including the large needs of the United States Government itself for defense power 
installations which presently require 57 percent of the entire output of the TVA; 
and 

Whereas great savings in the cost of electric power to the Government for its 
needs have resulted ; and 

Whereas heretofore annual appropriations have been made by the Congress to 
provide for additional needed generating and transmission power facilities 
for the TVA; and 

Whereas there has been submitted to the Congress through S. 1869 by Senator 
Kerr and H. R. 3236 by Congressman Jones and H. R. 4266 by Congressman Davis 
proposed plans whereby TVA can issue its own revenue bonds for needed power 
generation and transmission equipment, these bonds not to be a direct Govern- 
ment obligation, but one only of the TVA itself ; and 

Whereas these bills have had widespread approval throughout the TVA service 
area, and have the support of the Tennessee Valley Public Power Association a 
group representing 95 percent of the 150 municipalities and cooperatives which 
distribute TVA power in the Tennessee Valley service area; and 

Whereas it is of the utmost importance to the power needs of the Tennessee 
Valley service area that prompt action be taken by the Congress upon such 
legislation ; and 

Whereas prompt, affirmative action by the Congress will provide, on a perma- 
nent, reasonable basis, for future capital needs financing as a supplement to the 
present appropriation method; will improve the present businesslike corporate 
structure under which the TVA operates; will safeguard the joint investment of 
the United States Government and the people of the Tennessee Valley service 
area in this partnership venture; and will more adequately provide for orderly 
and financially sound needed additions in electrical facilities: Now, therefore, 
be it 

: Resolved, That the American Public Power Association, whose officials have 

testified before the appropriate Senate committee urging the passage of this 
legislation, hereby respectfully urges that the Congress speedily enact said legis- 
lation, which provides for self-financing plans for the Tennessee Valley Authority. 

Unanimously adopted at 14th annual convention, American Public Power 
Association, on June 27, 1957, in New York City. 












i 
i 

{ 
wi 
i 
ry 










































TENNESSEE VALLEY AUTHORITY FINANCING 


MONDAY, MAY 6, 1957 






House or REPRESENTATIVES, . 
CoMMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON FLoop ConTRoL, 

Washington, D. C. 

The committee met, pursuant to adjournment, in room 1302, New 
House Office Building, at 10: 10 a. m., Hon. Clifford Davis (chairman 
of the subcommittee) presiding. 

Mr. Davis. The subcommittee will be in order. 

We are meeting to continue the hearings on H. R. 3236 and H. R. 
4266, popularly known as the TVA self-financing bills. We have 
scheduled Mr. Biemiller for a short statement today, but I have just i 
been informed that Mr. Walter Sammis, who represents the Edison [i 
Electric Institute, is having some difficulties at his plant this morn- [f 
ing, which difficulties arose after he came to Washington. In other 
words, Mr. Biemiller, you represent labor groups and you know what 
is involved when I say they have a slight labor difficulty up there 
this morning, and the principal talent and real brains of that or- 
ganization are the people in this room this morning. So we will 
change the order of appearances, and if there is no objection, we 
will hear from Mr. Walter Sammis first. 


STATEMENT OF WALTER SAMMIS, AKRON, OHIO, PRESIDENT, OHIO 
EDISON C0., REPRESENTING EDISON ELECTRIC INSTITUTE 


Mr. Samais. I appreciate your consideration very much. We have 
a boycott on the property, which amounts in effect to a strike. It just 
happened at 7 o’clock this morning. 

Mr. Davis. Well, you never know what a Monday will bring about. 

Mr. Samais. It is a little blue for us this morning. 

Mr. Davis. If you will give your full name and official connection 
to the reporter, you may proceed, Mr. Sammis. We will be glad to 
hear from you. You may want to highlight your statement, or read 
in full the formal statement you have prepared. 

Mr. Samnis. Mr. Chairman, I have a very short prepared state- 
ment which will only take about 10 or 11 minutes. If it would be 
agreeable, I would like to read it. 

Mr. Davis. It is quite all right. 

Mr. Sammis. My name is Walter H. Sammis. I am president of 
Ohio Edison Co., an electric utility company with general offices 
in Akron, Ohio, and president of its subsidiary, Pennsylvania Power 
Co., with headquarters at New Castle, Pa. I am a past president of 
the Edison Electric Institute, have served on the board of the Na- 
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tional Association of Electric Companies, and have been active in 
industry affairs for more than 30 years. I have been asked by rep- 
resentatives of our industry to submit a statement to your committee. 

I appreciate the opportunity of being permitted to express an opin- 
ion in.opposition to the Pr pseas that would authorize the Tennessee 
Valley Authority (TVA) to issue revenue bonds for the purpose of 
financing additions to its power system. ‘These proposals are con- 
tained in H. R. 4266 and ir R. 3236, identical bills introduced by 
Representative Clifford Davis and Robert E. Jones. 

The investor-owned electric utility industry is opposed to the pro- 
posed authorization for issuance of revenue bonds by TVA. e 
only source of funds with which to pay interest on and principal of 
wih obligations would be from the sale of electricity, funds which 
even after giving effect to such financing will have been derived for 
the most part from the use of vast amounts of Federal moneys here- 
tofore furnished interest-free to TV A by appropriations by Congress. 
Thus, the proposed revenue bonds would be backed up by proceeds 
from the hundreds of millions of dollars of Federal Government ex- 
penditures already made and in effect subordinated to the new financ- 
ing. 

Further, the issuance of revenue bonds by TVA could complicate 
and impede, if not permanently bar, the correction of the basic in- 
equities of its existing tax and interest benefits, which result in unfair 
competition and which are so involved in the economics of TVA’s 
electric operations. 

To permit TVA to issue revenue bonds, as proposed, would inevit- 
ably result, I believe, in the unleashing of tremendous additional 
amounts of subsidized electric power upon an industry already un- 
fairly affected by TV A’s operations. TVA, as an unregulated monop- 
oly, could ultimately destroy investor-owned companies now serving 
the areas to which TVA might expand, with the resultant loss over 
the years of billions of dollars in tax revenues to local, State, and 
Federal Governments. 

The magnitude and seriousness of such possibilities are even more 
apparent when one considers that in the fiscal year 1956 well over 
one-half of TVA’s sales in kilowatt-hours were taken by AEC and 
other Federal agencies (p. A~41, TVA 1956 Annual Report). As 
po out by the Comptroller General of the United States in his 

etter of April 18, 1955, to the Director of the Bureau of the Budget, 

and in his letter of July 26, 1955, to Senator Dennis Chavez, chair- 
man, Committee on Public Works (p. 243 of the hearings before 
subcommittee of the Committee on Public Works, U. S. Senate, on S. 
2378, July 21, 22, and 27, 1955), there is no assurance that the demands 
of AEC and other Federal agencies will not sharply decrease, leaving 
the TVA system with surplus capacity of millions of kilowatts. The 
existence of considerable surplus capacity could be a temptation to 
further expand the TVA area in order to find additional markets. 
The absence of any provision expressly limiting the use of TVA power 
facilities (either those now existing or those to be built from the pro- 
eeeds of revenue bonds) to serving the present TVA service area 
points up the dangers inherent in the present situation. These dan- 
—— be accentuated if TVA is given authority to issue revenue 
onds. 





TENNESSEE VALLEY AUTHORITY FINANCING 201 


To assure that TVA fulfills the purposes for which it was created, 
and that it does not either encroach upon the service areas of regulated 
and taxpaying utilities outside its zone of operations or drain off 
industry from other States through the creation of large and con- 
stantly expanding blocks of subsidized power, the Representatives and 
Senators from all of the States should continue to maintain primary 
and enveloping control over this agency. 

For these same reasons, the Congress should not approve the pro- 
posal included in the pending bills which would authorize TVA’s 
leasing, lease-purchasing, or contracting for the output of plants fi- 
nanced by revenue or other bonds of other governmental or otherwise 
tax-exempt agencies, 

What is the obligation of the Federal Government through TVA? 
Is it to be committed to supply all present and future power require- 
ments in the area now served by TVA? Or in areas not now served 
by TVA? Whether or not TVA as it presently exists is a proper 
function of the Federal Government may not be relevant to the present 
proposals. The real question today concerns itself with an expansion 
or increase of TVA’s operations, which is completely tied in to the 
question of additional capital. 

It is submitted that the only obligation of the Federal Government 
with respect to such expansion is to see that there are no. special 
obstacles to the providing of electricity in the Tennessee Valley area 
by nongovernmental taxpaying operations. Further, the operations 
of TVA, through governmental investment, should be conducted on 
a basis fair and in the interest of all taxpayers, and not just for the 
advantage of those within the area served. 

An editorial in the Cleveland Plain Dealer for July 1, 1955, ex- 
pressed it thus: 

It makes no sense to us that the people of Ohio should be required to pay part 
of the electricity bills for individuals and industries in Tennessee and other 
States served by public-power projects. But they do pay part of the costs, due 
to the fact that the public-power projects pay no Federal taxes or financing costs 
on the money they get from the Federal Government. 

I have personally disagreed with past decisions of Congress which 
have resulted in TVA having generating facilities other than hydro- 
electric facilities. In 1948, in seeking congressional appropriation 
for the Johnsonville steam plant, TVA took the position that its 
power business was not incidental to navigation and flood control and 
avowed its function to be that of exclusive power supplier to the 
Tennessee Valley region. Steam-electric generating capacity added 
to its system has had no relation to navigation or flood control. It 
has been added for the sole purpose of selling power in ever-increasing 
amounts in the area. From information about TVA/’s construction 
activities appearing in TVA’s annual report for the fiscal year 1956, 
the system installed capacity in 1959 will be approximately 11 million 
kilowatts, divided approximately two-thirds steam and one-third 
hydro. 

T know of no constitutional or statutory mandate which requires 
TVA to assume the exclusive responsibility of furnishing all present 
and future power requirements in the area served by TVA. If, in 
the future, the electric customers in the area served by ['VA. need more 
Pare, I am firmly of the opinion that such additional power could 

e and should be supplied by investor-owned companies. 
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I do not believe the Federal Government should engage in any 
proprietary business, including the electric power business, in com- 
petition with its citizens, where taxpaying businesses are willing and 
able to do the job, Where taxpaying businesses are willing and able 
to do the job, they should be permitted to do so. 

The record proves conclusively that America’s investor-owned elec- 
tric light and power companies can be relied upon to meet the chal- 
lenge of the ever-growing requirements of the Nation for electric 
service, no matter how substantial they may be. This is exemplified 
by the efforts of four power companies in the Pacific Northwest to 
develop hydroelectric projects on the Middle Snake River in Idaho 
and Oregon, by the plans of Alabama Power Co. to complete the 
development of the Coosa River, and by the Idaho Power Co.’s de- 
velopment of the Snake River as licensed by the Federal Power Com- 
mission—to mention but a few of these important projects. 

Mr. Jones. Mr. Chairman, may I ask a question ? 

Mr. Davis. Mr. Jones. 

Mr. Jones. Mr. Sammis, do you have reference to Hells Canyon 
in this statement ? 

Mr. Sammis. Yes, sir. 

Mr. Jones. Is that the development on the Snake River which you 
mentioned ? 

Mr. Samais. Yes, sir. 

It should be the policy of the Federal Government to cooperate with 
taxpaying businesses and to encourage their participation to the fullest 
possible extent in the power feature of water resources, instead of 
engaging in unfair competition through the advantage of Government 
subsidies. 

The Federal Government should afford equal treatment to both the 
investor-owned companies and the Government-owned power agencies 
to the end that there shall be no unjust discrimination among electric 
customers. In other words, fair play should prevail, and this means 
that Government should include the true costs in its prices for power. 
To be fully comparable, such costs must include, among others, costs 
of money and the equivalent of the Federal, State, and local taxes paid 
by the customers of investor-owned electric utility companies in their 
electric service bills. 

If the Federal Government with the moneys of its citizens is going 
to compete with them in business, certainly it should be on an equal 
basis with investor-owned business, charging to such business the true 
costs of doing business, and not base its prices on subidized costs at the 
expense of the customers of the investor-owned utility companies and 
other taxpayers. 

Fourteen cents of every dollar collected from the customers of the 
investor-owned utility companies through their electric service bills 
goes for the support of the Federal Government. This amounted to 
approximately a billion dollars in 1956. Customers of Government 
power agencies on the other hand are exempt from paying through 
their electric bills a share of the cost of the Federal Government, as 
Government power operations do not pay Federal taxes for the sup- 
port of the Federal Government. 

Another 9 cents of every dollar electric light and power companies 
collect from their customers goes for the support of State and local 
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governments, but Government power agencies make comparatively 
little, if any, payment in lieu of. State or local taxes. The TVA and 
its distributors in the fiscal year 1956 paid only 3.58 cents per dollar 
of power revenues collected, for local and State taxes or equivalents. 
TVA itself paid only 1.87 cents per dollar collected. If we consider 
State and local taxes or the payments in lieu of State or local taxes 
as a percentage of gross electric plant, the disparity is even greater as 
the electric light and power companies’ figure was approximately 2.16 
percent of gross electric plant in 1956 as compared with a figure for 
fiscal] 1956 of approximately 0.51 percent of gross electric plant for 
the TVA and its distributors, or approximately 0.25 percent of gross 
electric plant for TVA itself. 

It is for the foreging reasons that the investor-owned electric utility 
industry is opposed to the proposed authorization for issuance of 
revenue bonds by TVA. 

Thank you, Mr. Chairman, for permitting me to read my statement, 

Mr. Davis. Mr. Sammis, you understand that within a period of 40 
years the customers of the Tennessee Valley Authority in the area will 
repay to the Federal Government every dollar that has been invested 
in power. You understand that, do you not? 

r. Sammis. Oh, yes, sir. Through the amortization under the 
present act, as amended. 

Mr. Davis. They pay 21% percent per year. That does not come 
from the people of Ohio, or any other State; that comes from the 
»e0ple who push the buttons and buy the electricity in the Tennessee 
Valley Authority area. 

Mr. Samais. Yes, sir. I understand that. 

Mr. Davis. In other words, as a customer in Memphis, Tenn., when 
I pay my light bills and finally it gets into the Tennessee Valley 
Authority hands, as a customer I am paying for that, and this invest- 
ment at the end of 40 years will be owned not by the people of the 
Tennessee Valley Authority area, but by all of the people of this great 
country of ours. 

Mr. Samnis. Yes, sir. 

Mr. Davis. Then from then on the Treasury will get the profits from 
that investment. 

Mr. Samus. They have not had any profits yet. 

Mr. Jongs. I did not hear that. 

Mr. Sammius. May I answer your question first, sir? Surely, they 
pay the money back in amortization, but they do not pay the interest 
for the use of that money during the period they have it, they do not 
pay any Federal taxes, and their payments in fen of local or State 
taxes are lower than in the investor-owned industry. To that extent 
among other subsidies the customers in the Tennessee Valley area who 
receive power from the Tennessee Valley Authority are being sub- 
sidized through tax dollars that are collected by investor-owned 
electric utility companies from their customers, and by other tax- 
payers. 

We do not see why one section of the country should be subsidized 
at the expense of the customers of the investor-owned electric utility 
companies in other sections of the country, and at the expense of the 
taxpayers. We feel there should be no subsidy, and it is for that 
reason we say that the situation is unfair. 
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Mr. Davis. Have you had an opportunity to examine the tax as- 
sessors’ rolls to determine the accuracy of your statement that TVA is 
not paying the proper amount in lieu of taxes? The assessors in the 
area are rather jealous about getting as much money to operate the 
local subdivisions of Government as possible. 

It has been my understanding that very substantial and comparable 
payments have been made in os of taxes by the Tennessee Valley 
Authority, just as they would have been paid under the same and 
existing circumstances by private power companies. 

Mr. Sammis. I do not believe that is so and I would like to give you 
some figures on it. 

Mr. Davis. That is correct as far as my own locality is concerned. 

Mr. Samais. I beg your pardon? 

Mr. Davis. I know I am correct insofar as my own locality is 
concerned. 

Mr. Samus. As I mentioned in my talk, sir, the investor-owned 
electric utility companies in 1946 paid 9.1 percent of their revenues in 
State and local taxes. The Tennessee Valley Authority itself paid 
only 1.87 percent of its revenue in equivalent local and State taxes, and 
the municipalities and cooperatives, or the distributors plus the 
Tennessee Valley Authority itself, if you add the two together. and 
make allowances for the sale of power from the Tennessee Valley 
Authority to the distributors by deducting that from the total gross— 
that only amounts to 3.58 percent, as compared to the original figure of 
9 percent for the investor-owned electric utility companies. 

Ve do not think that is adequate or on a fair basis with the in- 
vestor-owned electric utility companies. 

Now, as I mentioned in my talk, if you put it on the basis of electric 
lant, then the figure for the investor-owned electric utilities for 
tate and local taxes becomes 2.16 percent; for the Tennessee Valley 

Authority alone it becomes 0.25 percent, and for the Tennessee Valley 
Authority and its distributors together, after making allowance 
again for the deduction for the sale by the Tennessee Valley Author- 
ity to the distributors in dollars, it only becomes 0.51 percent. 

In other words, we can see nohing equitable about that situation. 

Of course, from a Federal tax standpoint we pay on the average 
14 cents on the dollar, and TVA and no other Government operation 
pays any Federal taxes. 

Mr. Davis. I can see if you had a steam plant in the city of Cleve- 
land, Ohio, you might have higher taxable values there than you 
had in a section of the country where you have a good deal of agri- 
culture, and where you do not have the tremendous capital investments 
that you would have in the big cities of the country. That might 
account for a differential there. 

Mr. Samm™is. Our tax rates do not vary much between the cities 
and the rural areas. 

Mr. Becker. Mr. Chairman, could I ask a few questions? 

Mr. Davis. Why, surely. 

Mr. Brecxer. The point you are making is you are trying to deter- 
mine on what the figure is based and what average they take on the 
9 cents paid by the private utilities and the 3.58 cents paid by the 
Tennessee Valley Authority. I think it would give us a better figure 
if we knew what the basis for that was. 
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Mr. Sammis. In the States throughout the country in which in- 
vestor-owned electric utility companies operate, the State and local 
taxes vary in their method of determination. Some of them are based 
on property and others are based on gross; others are based on income. 
If you add those together all over the country, as we have done, you 
pet the 9.1 percent. In the Tennessee Valley Authority the tax is 

ased on 5 percent of the Tennessee Valley Authority’s gross revenues 
less the gross revenues of the sales to Government agencies. 

Mr. Becker. Less 57 percent of the total output. 

Mr. Samais. Yes. 

Now, take for instance our company. We have certain property 
taxes that we pay in Ohio on our operations. We get no exemption 
because we sell some power to the Federal Government for a Govern- 
ment operation of any kind, including a post office. We get no deduc- 
tion for that. TVA gets a deduction for that. 

Mr. Brecxer. Mr. Uhiinndn, you have been very kind in allowing 
me to proceed, but I have just this last question. 

The 3.58 cents paid by the Tennessee Valley Authority-—— 

Mr. Sammas. It is a 1.87 by the Tennessee Valley Authority. 

Mr. Becker. I am talking about the combination. 

Mr. Sammis. Yes, sir. That is 3.58. 

Mr. Becker. That is based only on 43 percent of the gross power 
output of TVA and the REA combined? 

Mr. Samnis. That happens to be the formula under which TVA 
operates, which I believe was prescribed by the Congress. 

Mr. Becxer. Thank you. 

Mr. Davis. In the history of our country when we were faced with 
a horrible war it was certainly fortunate that we were able to locate 
Oak Ridge there in that area, because of the abundance of electricit 
there. That was the principal factor in the development of the bom 
which put an end to the war in the Pacific. It was extremely fortu- 
nate that we had an abundance of power, and private power up to. 
that time certainly had not supplied it. 

Talking about subsidies, I do not have the figures, but I have been 
reading the last few days about these quick big writeoffs as far as pri- 
vate power is concerned in Idaho. That ran into millions of dollars. 
Would you came to comment on that ? 

Mr. Samis. First may I comment on your first statement and then 
come to the second one secondly ? 

Mr. Davis. Surely. 

Mr. Samais. In other words, to go back to the Second World War 
now, the Tennessee Valley Authority’s sales to Oak Ridge in fiscal 
year 1944-45, which was the peak year of World War II war produc- 
tion, were six-tenths of 1 percent of the total kilowatt-hours supplied 
by the electric light and power industry. It was only six-tenths of 1 

ercent. 
The Tennessee Valley Authority’s sales to all Federal agencies, in- 
cluding the Atomic Energy Commission at Oak Ridge, in the same 
year were only eight-tenths of 1 percent. 

Mr. Davis. Eight-tenths of 1 percent of what? 

Mr. Sammis. Of the total in the Nation. 

Mr. Smirn. Will the gentleman yield? 


%1411—57——-14 
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Mr. Samnis. At the sae time the electric light and power industry 
had 20 percent reserve. In other words, it was not necessary to locate 
Oak Ridge in Tennessee in order to get power when the industry had 
20 percent reserve, and it only required eight-tenths of 1 percent of 
the Nation’s total for all Federal agencies served by the Tennessee 
Valley Authority. 

Excuse me for being so emphatic, but I get sincerely interested in 
this subject. 

Mr. Davis. Surely. 

Mr. Smith wants to ask you a question. 

Mr. Samus. Yes, indeed. 

Mr. Sorrn. If there was a 20 percent surplus of power among 
private power companies at the height of the war effort, do you not 
think there must have been some sort of graft, or collusion, or some- 
thing of the sort, in the way huge tax writeoffs were given when sur- 

luses were had? Did these companies, when they made an application 
or a tax writeoff, admit that there was a 20 percent surplus 

Mr. Sammnis. We are getting into accelerated amortization now. 

Mr. Smrru. Would you list those companies that had those sur- 
pluses, because I would like to have a check made to see if they asked 
for tax writeoffs. If there was such then either they or the Govern- 
ment agencies granting them should be prosecuted for fraud. 

Mr. Samus. Well, sir, the Congress decided they would give ac- 
celerated amortization. 

Mr. Smirn. Congress did not give writeoffs, but just gave author- 
ity for it to be granted under certain conditions. 

Mr. Sams. I did not know they were writeoffs, but thought they 
were postponed taxes. 

Mr. Smrru. Whatever you want to call them. Even if they are 
deferred payments, they are equivalent to interest-free loans. 

Mr. Samus. For a short duration. 

Mr. Smirr. Interest-free loans is one of the things Mr. Beck got, 
which everyone has been complaining about. 

Mr. Sammas. I think there is a little difference—and quite a bit 
of difference—— 

Mr. Smiru. I wish I could find some. 

Mr. Samois. Between what I read in the newspapers about Mr. 
Beck and what happened here. But Congress decided they would 
give accelerated amortization under certain conditions to all industry, 
and not just the electric light and power industry. The electric light 
and power industry came in as individual companies and made their 
application, just as other industries did. The discretion was in the 
Federal Government as to whether it would grant them or not. 

Mr. Smrru. That is right. But those companies, in order to apply 
for this writeoff, had to certify that there was a shortage, and that 
they did not have surplus power and, in fact, did not have an ade- 
quate supply of power. You are saying that they had a surplus, and 
I am saying somebody was guilty of fraud if that was the case. 
Either the application was falsified or the people who approved it 
were wrong. Something was wrong. If you were right, then some- 
thing was wrong. 

Mr. Samais. The applications went through the normal procedures. 
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Mr. Smrru. Then let us pin it down to the bureaucrats who ap- 
proved it. If what you say is right, then those people who have been 
giving away the Government’s money under such conditions ought 
to be behind bars. c 

Mr. Sraurrer. Will the gentleman yield? This is just to clarify 
something. I think Mr. Sammis made the statement there was 20 
percent of surplus power when Oak Ridge was built. 

Mr. Sammis. I tied it to the year 194445, which was the peak year 
of war production. , 

Mr. Sravurrer. The quick amortization was not in effect at that time. 

Mr. Sammtis. I cannot answer as to the year in which it started dur- 
ing the Second World War. Of course, the accelerated amortiza- 
tion under which we have been operating recently is from the 1939 
code, now section 168 of the code of 1954. 

Mr. Sraurrer. In other words, when the electric industry took ad- 
vantage of the accelerated depreciation—— 

Mr. Samais. Amortization, you mean? 

Mr. Sravurrer. Yes. Amortization, There was not a surplus of 
20 percent of electricity ? 

Mr. Samis. Well, the act provided the conditions under which you 
could receive accelerated amortization. 

Mr. Sravrrer. I am not talking about that, but you all are talking 
about 2 different times and 2 different periods. You made the state- 
ment that there was 20 percent surplus of electricity when it was de- 
cided to build Oak Ridge. 

Mr. Samais. Yes, sir. I am specifying the year 194445, which was 
the peak year of war production. 

Mr. Samir. On that point, what company or companies in 1944 and 
1945 had that 20-percent surplus? 

Mr. Sammis. This is an overall figure for the industry. 

Mr. Smrru. In other words, a company out in San Francisco might 
have had a surplus of 3 percent, and one at Kennebunk Port, Maine, 
may have had a 3-percent surplus ? 

Mr. Samois. And some other place may have had it. 

Mr. Smiru. But there was no block of power available in one place 
ba the Atomic Energy Commission installation could have been 

ult ¢ 

Mr. Samnis. We are projecting ourselves back. There is no ques- 
tion in my mind that, if they had wished to build Oak Ridge in some 
other place than Tennessee, the investor-owned, electric-utility com- 
panies of this country could have served them and taken care of them. 
There is no question in my ‘mind about that. 

Mr. Jones. Will the gentleman yield? 

Mr. Smiru. Yes. 

Mr. Jonzs. Are you suggesting that the war effort should have been 
deferred until the private utility companies could build generating 
facilities? 

Mr. Samais. No, sir. They had them. 

Mr. Jonzs. Where were they ? 

- Mr. Samnis. In the various companies. 
Mr. Jones. Name the compan that had the block of power. 
Mr. Samus. I cannot break them down. 
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Mr. Jonzs. Name the company that had the block of power that the 
Atomic Energy Commission required, and which it obtained from 
the Tennessee Valley Authority at that time. 

Mr. Sammais. Mr. Jones, I not have the detailed figures of the 
individual companies. ‘Those can be obtained. 

Mr. Jonzs. Will you spp them for the record? 

Mr. Samois. We will be glad to supply them for the record. 

Mr. Jones, Name the individual company that had that amount of 
power available to furnish the Atomic Energy Commission in suffi- 
cient amounts to carry out its operation. 

Mr. Samais. I would be delighted to do so. 

Mr. Jongs. Yes, sir; we would like to have it. 

(The information asked for can be found beginning on p. 224.) 

Mr. Sammis. Before you comment further, on your question, in the 
investor-owned, electric-utility industry, it’s not a question of what 
one company has. With the interconnections an individual company 
can buy from other companies and take care of the situation. For 
instance, let me refer to OVEC. 

Mr. Jonzs. Mr. Chairman, this committee has gone through that, 
of course. 

Mr. Samnis. I was trying to answer your question. 

Mr. Jones. But the point has been raised time and time again that 
we should not give TVA new generating capacity that can be fur- 
nished by surrounding utilities. 

Mr. Samnis. Let me comment further. When the Atomic Energy 
Commission decided to put a plant at Portsmouth, and the Ohio Valley 
Electric Corp., formed by several companies to supply them power, 
agreed to build plants, until those plants were ccna pleeat the com- 
panies in that area supplied the Atomic Energy Commission what is 
called temporary power to the extent of over 1 million kilowatts. 

Mr. Jones. You brought up a good point there. Would you mind 
supplying the record with the cost to the Atomic Energy Commission 
of electric energy supplied by the Tennessee Valley Authority as 
compared with the electric energy it got at Portsmouth ? 

Mr. Samus. Yes, sir. 

Mr. Jones. And file in the record the tax amortization given to the 
corporation ? 

Mr. Samnis. There was none on OVEC. There was no accelerated 
amortization for the Ohio Valley Electric Corp., which is called 
OVEC, which supplies the power. 

Mr. Jones. Then you will not have to furnish that information. 

Mr. Sammis. Now I can give you the prices of power 

Mr. Jonzs. Mr. Sammis, I want to make it clear that I did not ask 
you the question of the price as compared with the tax element, 
because I know you are going to recite that. All I want you to do is 
to supply the record with the cost to the Federal Government. 
Period. 

Mr. Sammis. I will give you all of the records, if I may take a 
minute to consult my records. 

Mr. Jonzs. I do not want to take the time of the committee. 

Mr. Samus. It just. takes a second. When the OVEC sells power 
to the Atomic Energy Commission, or when the Tennessee Valley 
Authority sells power to the Atomic Energy Commission, there are 
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different types of power. T will take the one'that is easiest compared 
and which is the bulk of the power, namely, what is called permanent 
under the OVEC contract, and what is called normal by the Tennessee 
Valley Authority. 

In the year 1956, for the entire year, the Ohio Valley Electric 
Corp.’s, OVEC’s, charge to the Atomic Energy Commission for the 
permanent power was 3.804 mills. I cannot locate from the Tennes- 
see Valley Authority’s annual report Oak Ridge separated from other 
operations, but for fiscal year 1955, the Comptroller General breaks 
it down in this order: The figure he gives for normal power is 3.58 
mills. If you deduct the taxes which OVEC pays, both Federal, 
State, and local, which amounts to 0.18 mills per kilowatt-hour, and 
then adjust for the difference in the price of fuel at OVEC and in the 
Tennessee Valley Authority, which is another 0.184 mills, then you 

et a price for OVEC on a comparable basis with the Tennessee Val- 
ey Authority of 3.44 as against the Tennessee Valley Authority’s 
charge of 3.58. 

May I make one further comment in connection with that? I can- 
not understand why the taxpayers pay their money to the Govern- 
ment and the Government then loans the money, or gives the money— 
loans it because of the amortization—loans the money to the Tennes- 
see Valley Authority for nothing, and the Tennessee Valley Authority 
then bills the Atomic Energy Commission. When they bill the 
Atomic Energy Commission they include about 4 percent for return. 

Then when we taxpayers pay the Atomic Energy Commission 
money to the Government, for their bills, we are paying 4 percent 
return on facilities used in serving the Atomic Energy Conuniaston, 
and paying that 4 percent to the Tennessee Valley Authority, although 
the Tennessee Valley Authority got the money for nothing from us 
taxpayers. 

I do not understand how that situation can be logical. 

Mr. Jones. Of course, Mr. Sammis, you are assuming that one or 
both of them are private operations, just like a drugstore. 

Mr. Sammnis. No; I am not. 

Mr. Jones. And, of course, any man who would read the Tennes- 
see Valley Authority Act would know that it is an act of Congress 
expressing the policy of the Federal Government. Therefore, the 

uestion you raise here today, in my opinion, is not a question of bond 
nancing, but a question of whether or not we should ever have a Ten- 
nessee Valley Authority—now, or in the past, or in the future. 

Mr. Samos. Or if there is a TVA, that it be put on some kind of 
equitable basis. I thought in coming before the committee that you 
would like to have any thoughts we might have on it. If I go on 
outside our area, I am sorry. 

Mr. Jones. You would fice to have it made in your own image. 

Mr. Samais. I do not understand that remark. 

Mr. Jones. You would like to have it operate just as your company 
is operated in order, I presume, that they could take their dollars 
from their customers and put ads in the paper which say, “Whose elec- 
tric bill will he have to pay?” showing a picture of a baby. Then 
you have another one here which shows a tin can with a place to 
drop money into it, and it is labeled “Socialism.” 
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Mr. Davis. What charge do you make on your contracts for all of 
these private advertisements in opposition to the Tennessee Valley 
Authority ? 

Mr. Sammis. We charge those advertisements to operating expense. 

Mr. Davis. And it runs into a considerable amount of money. 

Mr. Sammis. No. Not too much money for an individual com- 
pany. In our company we contribute to the electric companies’ ad- 
vertising raul We also run some of the ads in our territory, and 
are proud to run them. In our company it runs about $50,000 a 
year, and we have a gross revenue of roughly $130 million. In other 
words, it is very minor. We think that we are doing a service to our 
customers to acquaint them with the fact that some of the tax dollars 
they are paying us to go to the Government are being spent by the 
Government in the Tennessee Valley Authority for the benefit of the 
ne in the Tennessee Valley. 

e think we also ought to call it to the attention of our security. 
holders. 

Mr. Jonss. Let me ask you this one question: You have a tin can 
in this picture, Mr. Sammis, with a place where coins are to be put in 
it. It is marked “Socialism.” 

Mr. Sammis. Yes, sir. 

Mr. Jonzs. I would presume you would call TVA socialistic, would 
you not? 

Mr. Sammis. Sir, if you have a dictionary I would like to quote 
from it, but it is my recollection that it says in the dictionary—and 
I am talking from memory 

Mr. Jonezs. It is a bad word—name calling. 

Mr. Samois. The dictionary says— 

A political and economic theory of social organization based on collective or 
governmental ownership and democratic management of the essential means for 
the production and distribution of goods. 

We feel where private enterprise is willing and able to do the job, 
they should be permitted to do it, and pay tax dollars into the Gov- 
ernment till, rather than having the Government go into the business. 

Mr. Jones. Now, my question i 

Mr. Samnis. Yes, sir. 

Mr. Jones. Do you not think charging somebody with being a 
Socialist is a pretty bad name-calling thing? 

Mr. Samnis. That is the definition in the dictionary. 

Mr. Jones. I am asking you your opinion. If I were to call you 
a Socialist, would you not take offense at it? 

Mr. Sammis. If I believed in that theory you could call me a So- 
cialist, but I do not believe in that theory. 

Mr. Jones. I was just asking you if I did call you one, would you 
not take offense at it ? 

Mr. Sammis. If I believed in that theory, I would not, but I do 
not believe in that theory. 

Mr. Jones. Fine. I am glad you answered the way you did. 

Now, Mr. Smith and Mr. Davis are both believers in TVA. Would 
you say they are Socialists? 

Mr. Sammis. I am not using the word. I do not think the word 
“Socialist” was in there. I think the word “socialism” is. In other 


t 
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words, I say TVA is a form of socialism. I am not saying anything 
about any individuals. 

Mr. Jones. If TVA is socialism then those who adhere to or who 
believe in TVA must be Socialists, must they not? 

Mr. Sammis. I cannot answer the relationship between the indi- 
vidual and the form. All I am talking about is the form, namely, 
socialism. 

Mr. Jones. And are your company and your customers—— 

Mr. Samnis. It means it is a government ownership for the pro- 
duction and distribution of goods. 

Mr. Jones. I understand that. 

Mr. Samnis. And all I am talking about is socialism. 

Mr. Jonzs. Of course, that is the Webster dictionary definition of 
socialism. Then Mr. Davis and Mr. Smith are Socialists? 

Mr. Samnis. I cannot answer that. 

Mr. Jones. Why can you not? 

Mr. Sammis. Because I cannot. I am confining my comments to 
socialism. 

Mr. Jones. You contributed to that ad, or your company did, and 
you went before a ratemaking body and got a rate based on the cost 
of your company’s operations. 

Mr. Sammis. Wait a second. When you come to rates, it is a 
different matter. Whether or not that charge is charged against the 
rate payer or against the investor depends on whether the utility is 
earning its adequate rate of return. If it is not, then the investor is 
paying it. 

Mr. Jones. Now, Mr. Sammis, have you a rate established by the 
Public Service Commission ? 

Mr. Sammis. Yes, sir. We have both local home rule and Public 
Service Commission. 

Mr. Jones. When you appear before your ratemaking body, do you 
include the cost of advertising activities which cost money, such as 
this one? 

Mr. Samnis. Yes, sir. 

Mr. Jones. So that is a cost which goes on to the rate base? 

Mr. Sammis. Not necessarily. It depends on whether you are 
earning an adequate rate of return. If we were permitted to earn— 
let us pick a figure out of the air—$2 million, and we were only 
earning $114 million and there was $50,000 of that advertising, it does 
not mean anything to the rate payer. 

Mr. Becker, Will the gentleman yield? I think we ought to move 
along. You fellows have been taking up all the time. 

Mr. Davis. He will finish in 1 or 2 more questions. 

Mr. Becker. Go ahead, Mr. Chairman, but I do not think the other 
side should monopolize it. 

Mr. Davis. I will hasten it along, but at the risk of admitting to 
some age, because I am in my 18th year here; pardon me for inter- 
jecting this, but I want to check these figures about this surplus in 
1944 and 1945, and I want to find out where it was. I will tell you 
why I am interested in that, if my colleagues will bear with me. 

Way back yonder, in 1942 and 1943, I was a member of the old 
Military Affairs Committee. My devoted friend, Judge Jennings, 
from your side of the aisle, Mr. Becker, came to me and he said: 
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Cliff, we are in terrible trouble down in Tennessee. They have taken about 
three counties at Knoxville for this Atomic Energy business. I am in distress 
because they have been taking these farms where these farmers have been 
living through generations, and these places have been owned by the same 
family for more than a hundred years. 

I said, “All right, I will do something about it.” I went to the 
chairman and I said, “This falls in my jurisdiction and I will be glad 
to go down there.” 

I was called by a lieutenant general in the War Department whom 
I knew very wal xn for whom I had the deepest respect and regard, 
for his ability and integrity. He said, “Cliff, I want to ask you one 
thing: Will you go down and conduct these hearings?” I had Dewey 
Short with me, who is now Assistant Secretary of the Army, and 
John Sparkman, the other member of the committee, who is now in 
the United States Senate as Senator from Alabama, 

He said: 


I wish you would stay off of one thing. Please do not bring in the abundance 
of electricity, because we had to go down there, since that was the only place 
where we had enough electricity. 

I cannot tell you the secrets of this operation. The President of 
the United States and General Marshall knew it. I know it and the 
Secretary of War—that was Secretary Stimson in those days—they 
are the men who knew what it was all about. They said if we are 
successful, fine; if we are unsuccessful in this project we had better 
goto Siberia. I did not know what it was all about. 

The President of the United States asked Senator McKellar of the 
Appropriations Committee, who was the Senator from my State—he 


said, “Ken, I want you to give me a blank check of $1 billion, and 
do not ask me what it is for.” They gave him $1 billion, and they 
spent over $2 billion before they got through. 
I could give you a rather dramatic exposé or description of our 
t 


operation there. I had to get into it, although I did not know what 
it was all about. 

Anyhow, we went down there and solved that all right. All of 
that went through and we dropped the bomb at Hiroshima. 

I talked to Commodore Parsons in those days, who was in the 
plane that dropped the bomb—the second bomb that put an end to 
the war. So I repeat that I am confused here, because I am talking 
from memory, although this seems just as though it happened yes- 
terday, and I remember they said this is the one place in the United 
States where we have enough electricity to do this thing. It was 
a terrific risk and gamble. 

Now I would like to pass on to another thing. 

Mr. Samais. May I comment on what you have said? 

Mr. Davis. Surely. 

Mr. Sammis. While that was going on, equipment that the investor- 
owned electric utility companies had on order with the manufac- 
turers was set aside so that the manufacturers could produce equip- 
ment——— 

Mr. Smiru. For the war effort. 

Mr. Samus. For the atomic energy program at Oak Ridge. In 
others words, our orders were put over there (indicating shelf) so 
that these units could go into Tennessee. 
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I do not object to that because it was a war effort and the decision 
had been made to put it in Tennessee, but in my judgment Tennessee 
was not the only place that could have handled this Oak Ridge 

rogram. 
: r. Davis. Well, the Army told me that it was the only place that 
you could put it at that particular time, and they had to act with 
extreme haste. 

I agree with you that those of us who are paying our electric bills 
in Tennessee do not see those dollars stay in Tennessee. We are buy- 
ing that equipment that you are talking about. We are buying 
electric stoves there, and every other thing that uses electricity. 

My own city will spend $168 million te buy its own electric plant; 
where is that money going to? It is going to your State of Ohio, and 
Pennsylvania, and New York, and all these States, where they have 
the skilled workmen operating. By the way, the boiler for this plant 
is 10 stories high and will take 214 years to build. They are working 
around the clock, and even working bandage: 

All that money goes out of Tennessee. We are paying it in the 
form of light bills, and it goes all over the country. e are not 
Socialists. We may be modern Socialists—I don’t know—just like 
modern Republicans. 

Mr. Sammnis. There is no difference between the building of a plant 
at Memphis and building a plant in Ohio, or California, or New York 
State. The money it costs to build the plant is the same with builders 
all over the country, depending on where you buy your equipment, 
and where the people come from that have to do the construction 
work. Itis the same picture all over. 

Mr. Davis. Mr. Sammis, you are not worried that the TVA will 
expand up in the State of Ohio, are you? 

r. Sammis. I would like to comment on that. Under the act, 
as I understand it, the Tennessee Valley Authority can serve within 
transmission distance of any one of its hydro plants. Years ago, 
when 138,000 kilovolts—138,000 volt lines—in the early and middle 
thirties, were about the highest voltage around, you could economi- 
cally serve perhaps 100 to 150 miles. Now we are up to 345 kilovolts 
down at OVEC and at Ohio Edison we are constructing or doing the 
engineering in order to start the construction of 345 Ikilovolt fines. 
So that distance changes from 100 to 150 miles up to 300 to 350 miles, 
and that hits Ohio Edison. 

If the Tennessee Valley Authority wants to expand or decided to 
expand into that area, I do not want to see another situation like 
what happened in Chattanooga, occur there. I happen to know some- 
thing about it, because at the time I was connected with the Common- 
wealth & Southern Corp., the holding company owning the common 
stock of the Tennessee Electric Power Co. 

What happened with the Tennessee Valley Authority is they dupli- 
cated some of the facilities in Chattanooga, and Commonwealth & 
Southern Corp. decided we had better sell out or we would be entirely 
ruined. In some of the small towns in Mississippi when they got 
through the electric utility company had to take dui its facilities, 
because the public ownership facilities were right there parallel. I 
do not want to see that kind of a thing happen in Ohio to my security 
holders. 
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Mr. Smrrn. Will the gentleman yield? 

Mr. Sammis. Yes. 

Mr. Smiru. Were those facilities in Mississippi built by the Ten- 
nessee Valley Authority, or by the cities? 

Mr. Sawnis. By the cities. 

Mr. Smrru. Then it is the cities and not the Tennessee Valley 
Authority ¢ 

Mr. Samnis. Yes; but the power came from the Tennessee Valley 
Authority and it was subsidized power and cheaper than would have 
come from an investor-owned utility, because there was no interest or 
taxes. Also, do not forget the Government gave some PWA grants to 
the cities and co-ops at that time—free money. 

Mr. Smrru. The people of that city voted to do it, and they in- 
structed their government officials to do it. 

Mr. Samnis. They had a perfect right to do it. 

Mr. Smirn. I thought you said differently. 

Mr. Samois. No; but when you have subsidized power over here 
(gesturing) it is an attraction. If I go out and buy a suit of clothes 
for $200 normally and someone comes along who does not pay any 
taxes or interest on his overhead and he says he can sell me the same 
suit for $100, I am tempted to buy the $100 suit. 

Mr. Davis. My recollection is the late Mr. Willkie said TVA should 
supply the power in that area. 

r. Sammnis. I do not recall that statement. 

Mr. Davis. I am going to try to look that up. 

Mr. Sammnis. I do not sani that statement. 

Mr. Davis. He was president of the company. 

Mr. Samais. I was a vice president when Mr. Willkie was the 
president. 

Mr. Dayis. I am not exactly clear on it. 

Mr. Samais. He had no desire to sell. He or the board or the 
stockholders had no desire to sell, but they figured they had better sell 
or be liquidated and washed out. That was the fear. 

Mr. Davis. Now you want to liquidate the TVA; do you not? 

Mr. Samatis. No, sir; I have not suggested you liquidate TVA. 

Mr. Davis. Through the private power companies. Some of the 
private power companies have fine lawyers who do not try a lawsuit or 
draw a brief, but they make speeches to civic clubs and so on about 
private power, and sometimes they get schoolteachers and professors, 
and that is all chargeable in the tax-rate base, Mr. Jones, 

Beets. But I also understand some of the TVA people make 
speeches. 

Par. Davis. They do not hire preachers and teachers. 

Mr. Sammnis. I do not know about utilities hiring preachers and 
teachers, but TVA representatives make speeches in different parts of 
the country. 

Mr. Brecxerr. Mr. Chairman, I have a question. 

Mr. Davis. Yes, Mr. Becker. 

Mr. Becxer. We are talking about money that private utilities or 
private companies spend, Sticking to the private utilities, the rate 
that you are granted by your public utility ratemaking body is based 
on what? 

Mr. Sammis. You have your operating expenses, such as generation 
of the power, labor, coal, supplies, and you have maintenance of the 
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plants. You have likewise on the transmission lines the operation and 
maintenance. On your distribution facilities and lines you have the 
same thing. Then you have substations, both transmission and distri- 
bution. Then you get into your transformers on the pole and the 
service into the house and the meters. The operating expenses only 
is the first item. Then we add on—— ey 

Mr. Smiru. Operating expenses include advertising. 

Mr. Becker. No; it does not. 

Mr. Smirn. That is what he said a while ago. ie 

Mr. Sammis. Then the depreciation, which is sometimes called an 
operating expense, the other bali called expenses of operation. There 
is a little twist sometimes. 

Mr. Brecker. I know. 

Mr. Sammis. Then the taxes. Then we find out how much we are 
allowed by the commission to earn, so we can pay our security holders, 
which consist normally of bondholders, and preferred stockholders 
and common stockholders. 

Mr. Brecker. So in other words, the rate that was fixed by your 
commission was almost identical with ours in New York State. The 
basis for fixing the rate is about the same. 

Mr. Samos. It is similar throughout the country. 

Mr. Becker. It is fixed by your public utilities commission ? 

Mr. Samus. There is only one difference. Let us say yes for a 
moment and I will put a qualification on it, because we have local 
home rule, which modifies it slightly, but in general that is correct; 
or when we do go to the commission that is correct. 

Mr. Brecker. So you cannot charge anything in your cost of opera- 
tion that you might want to without the public utilities commission’s 
knowledge in fixing the rate? 

Mr. Sammis. That is right, and I would like to emphasize it by one 
little significant thing. 

We decided some few years back to give gold watches to our people 


who had been with us for 25 years. It just ae the year in 


which we started we had to buy some seven or eight hundred watches 
for everyone. We got into a rate case. 

Mr. Becker. Because of that? 

Mr. Samnis. And they threw all of these watches out except for 
for those who had served their 25th year that year. That is how close 
the public utilities commissions look at these things. 

For example, maybe we had 100 that year, and they threw the cost 
of 700 out of our operating expense in determining the rates for that 
particular year. 

Mr. Becker. That is the point I want to make, Mr. Chairman. 
Your rates are absolutely policed ? 

Mr. Samnis. No question about it. 

Mr. Brecker. By a State ratemaking commission and home rule, 
like you have in Ohio? 

Mr. Samis. Yes, sir. 

Mr. Becker. That is all. 

Mr. Samnis. On the other hand, TVA is an unregulated monopoly. 
Why the Federal Government does not ask them to go to the Federal 
Power Commission or another Government agency and have their 
rates checked, I do not know. 
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Mr. Becxer. That is all. 

Mr. Davis. I am not going to take up any more time, but I want to 
say TVA is not policed—they are already in jail. They are thrown 
in jail because the private power company people have influenced peo- 
ple to such an extent all over this country that you recognize TVA can- 
<— any appropriations for further expansion. 

r. Samois. I do not know that. 

Mr. Davis. They just cannot get any more. 

Mr. Samatis. And I hope they do not get authority to issue reve- 
nue bonds. 

Mr. Davis. Exactly. In a nutshell, Mr. Sammis, as a very high 
officer of a — power company you want TVA destroyed one 
way or another? 

Mr. Sammnis. No, sir. I am not asking that. I am asking that 
we do not spend any more taxpayers’ money. Let them stay where 
they are. The people in that area can get power for expansion 
otherwise. 

Mr. Davis. In other words, you do not want any appropriations 
for expansion to serve the people of this great section of our 
country. 

Follow me for a minute. I know you are very enthusiastic this 
morning and I will let you get back and settle your labor dispute, in 
just a few minutes. 

Mr. Sammuis. Thank you. 

Mr. Davis. I am sure you will be quite as enthusiastic with those 
men as you are with this committee. 

But you do not want to see the people of this great, rich valley— 
that valley is blooming like a rose, but that valley is not going out 
getting plants from any other section of the country. They come in 
there based on hard, sound business principles, and they want to 
come in there for many different reasons. 

You cut off the appropriations for expansion there. Up until now 
a great many people in your corner have said, “Well, I will tell you. 
Why do they not find a way to finance their own operations?” Now,, 
we come along with what we think is a reasonable proposal to expan 
this area out of their own earnings and based on their own capital 
mortgage, and you say, “No, we do not want that either.” 

In a nutshell, Mr. Sammis, you will have to admit you really 
want, if you unburdened your heart and soul, you people really want 
to destroy TVA. 

Mr. Samais. No, sir. May I comment on that, because I think you 
tried to indicate what we want, and that is not so. We do not think 
any more taxpayers’ money should go into the TVA. We do not 
think that TVA should be permitted to sell bonds and get outside of 
the budget limitations and have a backlog, so to speak, of all this 
investment, with money that has been put in there by the Govern- 
ment providing a return on these bonds that are sold to some other 
people. I do not want to stop the development in the Tennessee 
Valley, but give private ownership an opportunity to put the power 
in there, ai put the TVA rates on a fair and equitable basis so that 
it will be possible for the private power companies to enter into that 
territory. 
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There are many ways of getting extra power into the TVA area 
other than through the TVA. We do not feel that TVA has the sole 
responsibility for the power in that area. 

Mr. Davis. Well, I am going to keep my word and stop, 

Mr. Batpwin. May I ask a question ¢ 

Mr. Davis. I am going to pass it over to Mr. Mack in a minute, 

Mr. Smiru. I would like to finish my questioning. 

Mr. Davis. Go ahead, Mr. Baldwin. 

Mr. Batpwin. Mr. Sammis, you mentioned there are other means 
of providing power to the peop e in the Tennessee Valley area. 

Mr. Sammis. That is right. 

Mr. Batpwin. The testimony of the people for the Tennessee Valle 
Authority bond proposal is that right now, unless this bill is passed, 
the area will be crippled as far as any further power development 
or development of power use is concerned. If the Tennessee Valley 
Authority continued to operate as it now exists, and if this bill were 
not passed, what specific means of providing private power in the area 
would occur? 

Mr. Samais. There are several methods of getting power, one of 
which is to buy power, if the Tennessee Valley Authority wished to 
buy power, from neighboring utilities. If they wished to do so they 
couba do so. They have done so in the past. Even up in Ohio and 
Indiana and Kentucky we pump power by displacement from one 
company into another in the Tennessee Valley area to help them. 
At other times they have pumped power the other way. That is 
common and is primarily done for emergencies. 

However, these instances were in view of “possibly” emergencies 
which occurred as a result of a loss of units, and that sort of thing. 

Back in 1954, in the 83d Congress, in the 2d session, on Thursday, 
February 25, the following statements were made: 

Graham Claytor, executive vice president of American Gas & Elec- 
tric Co. testified on page 2881 of the transcript before the Subcom- 
mittee of the House Committee on Appropriations: 

We could supply 150,000 kilowatts this year. * * * We can supply a further 
block of 100,000 kilowatts; that is, a total of 250,000 kilowatts of firm capacity 
from the same generating facilities. Delivery of this additional 100,000-kilowatt 
block to the TVA area would require removing present limitations in trans- 
mission capacity which exist in the direct connections between us and TVA. * * * 
The companies of our system would also be willing to make available to TVA 
as much more firm capacity and energy as may be desired from a plant or 
plants located within or in reasonably close contiguity to the service area of 
the A. G. and E. system. This further capacity—that is, capacity in excess of 
250,000 kilowatts—would probably involve the construction of new generating 
stations and additional transmission and interconnection facilities. The 
financing * * * would pose no serious problem, 

Mr. L. V. Sutton, president of the Carolina Power & Light Co., on 
page 2889 of the same transcript testified : 


In the event TVA needs dependable power and energy Carolina Power & Light 
Co. is able and willing to finance and construct facilities to furnish power 
and energy to TVA. 


Mr. R. B. Wilson, vice president of Mississippi Power & Light Co. 
on page 2918 of the same transcript testified : 

We could start immediately the delivery of 100,000 kilowatts which we 
have delivered in the past. * * * We think as soon as certain transmission lines 


were reinforced it could be increased by 125,000 kilowatts, making a total of 
225,000 kilowatts from our existing plants. 
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Mr. Yates also testified and made an offer to sell power. 

Mr. Davis. Is that one of the partners of Dixon- Yates? 

Mr. Sammis. Yes, sir. The same Yates. 

Mr. Davis. I would like to take some time on that this morning. 

Mr. Sammis. Yes, sir. 

Mr. Davis. I would like to say a lot about Mr. Yates and Mr. Dixon. 

Mr. Sammis. I was answering Mr. Baldwin’s question. I think I 
finished that particular point—that is one method of getting power. 

Mr. Batpwin. Thank you. 

Mr. Samos. The city of Memphis is building its own plant. 
Again, I do not like to see more public ownership, but it is another 
method of getting power. 

Industrial companies could build their own generating plants if 
they so desired. 

There are many ways of getting power, but it is a question of what 
is the economical way to do it under a particular situation which 
exists. That always requires a study just like it does in our own 
company, or any other place. 

Mr. Davis. That Dixon-Yates business made my city of Memphis 
pay $168 million, with a high rate of interest in this tight-money 
market, whatever that is. 

Let me ask you one last question, Mr. Sammis: Are you familiar 
with the private industry that wanted to put in a plant—which 
is a small one the way you gentlemen look at figures—that wanted 
to put in a $4 million plant in Union City in the area served by TVA 
in Tennessee, and the private company said, “We have so much oppo- 
sition from outside that we just cannot use the TVA electricity and 
we will have to abandon our plans?” 

Then at Collierville, Tenn., in the TVA area a firm wanted to go 
in and put in a plant. They said, “We cannot. put this plant in 
unless we can buy private power from the Mississippi Power & Light 
Co. at a higher rate than would be paid to TVA.” 

Are you familiar with those facts? 

Mr. Samus. No, sir. I am not at all familiar with it. 

Mr. Davis. You see, we recognize down in the area of Dixon-Yates 
that we were forced to put our plant in at Memphis. They are nick- 
ing and chiseling around and building a stone wall in every way pos- 
sible around TVA. You cannot get appropriations for it, and now 
you cannot self-finance it. They are going to be strangled. 

With all due respect to North Carolina, they are watching up in 
that corner, and the Alabama Power Co. is watching down in this 
corner, and you are watching in your section. They are going to 
build a stone wall around TVA and strangle it to death. It cannot 
use this water that God lets flow down from the heavens and sprinkles 
in the Tennessee Valley. You say, “We will not let you generate 
electricity from this God-given waterpower,” which must be sup- 
plemented in any system by steam. 

Now, Mr. Smith has one other question, and then I will go to Mr. 
Mack, who wants to question you. I will not ask you any more ques- 
tions today, but we will meet tomorrow. 
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Mr. Smrrn. Mr. Sammis, you outlined something about the costs 
of your program. I understand you had some labor negotiations. 
Is labor an important cost in your operation 

Mr. Sammis. Oh, yes. 

Mr. Smrra. How much in taxes is incurred as a part of your costs 
in terms of 100 percent? 

Mr. Sammnis. In the industry it is about 24 cents out of every dol- 
lar we collect from our customers. In the Ohio Edison Co. it hap- 
pens to be 26 cents out of every dollar we collect from our customers 
that goes to taxes. That is quite an item. 

Mr. Smrru. A while ago, in talking about the differences be- 
tween the cost to the Government between your cost and TVA’s 
costs you said there was a differential of 0.18. 

Mr. Samnis. That was per kilowatt-hour in OVEC. 

Mr. Surru. I did not finish my statement. 

Mr. Sammis. Iamsorry. I was trying to be helpful. 

Mr. Smrrn. But even that 0.18 per kilowatt-hour is not going to 
come to 24 cents out of the dollar, is it? 

Mr. Sawmis. Oh, no, sir. And you have a different kind of oper- 
ation there at OVEC. 

Mr. Smrru. Is it not possible that there is a slightly different kind 
of operation in a good part of the Tennessee Valley Authority? 

Mr. Samois. When you put the Tennessee Valley Authority and 
its distributors together, that is similar to our operation. That is 
the reason why I gave both figures. 

Mr. Smiru. That is all. 

Mr. Davis. Mr. Mack. I am sorry I took so long to get to you. 

Mr. Mack. Mr. Chairman and Mr. Sammis. Since 1933 the Fed- 
eral Government has been spending money in the Tennesse Valley 
for the installation of hydroelectric and steam generating plants. 
By taking that action the Federal Government has assumed the re- 
sponsibility of seeing that the people of the area secure sufficient 
power for the development of their region. 

Now, the Federal Government, it is true, has provided to date 
about $1,200 million, on which no interest is paid. At the very be- 
ginning the Congress made an implied contract with the Tennessee 
Valley Authority that TVA could have this money interest free, 
In addition, the Federal Government in no place charges public 
agencies taxes on profits, not the Tennessee Valley Authority or on 
any Federal operation of any kind. 

Do you see any way that private power can go into that region 
and supply power as cheaply as the Tennessee Valley Authority can 
supply it? 

Mr. Sammis. No, sir; because we have to pay taxes and we have to 
pay interest. 

r. Mack. Then it seems to me that the solution of the problem 
should be satisfactory to you if the area that TVA serves is limited 
in some way so that they cannot go all over the United States, but 
the Government gives them some means of going ahead and reason- 
ably expanding operations there. 

Mr. Sammis. My suggestion is, make them pay interest and taxes,. 
just like the rest of us. It does not seem to me that is an impossible 
situation. Congress could do it, if they so desired. 
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Mr. Mack. Then you are changing all of the terms of the contract 
made by Congress with the Tennessee Valley Authority in the 
beginning. 

Mr. Samnis. That is true, but if you give them permission to issue 
revenue bonds you are changing the previous legislation. I do not 
know that there is anything sacred about it. It is amended from 
time to time quite frequently by Congress. 

Mr. Mack. To accept your idea would mean TVA would be aban- 
doned entirely. Under your plan we might as well sell it to somebody. 

Mr. Sammis. No, sir. I am not asking that it be abandoned, but 
that they pay interest and have to pay the equivalent of taxes like we 
pay. As long as the Federal Government is going into competition 
with its citizens they should be on the same basis. 

If you take this and run it out to its logical conclusion, everything 
will be Government owned. That is the conclusion of the situation. 

Back in 1934, only seven-tenths of 1 percent of the output of this 
country was produced by Federal operations. Today 16 percent is 
produced by Federal operations. In other words, since 1934 up to 
date the Federal Government has made inroads in our business from 
seven-tenths of 1 percent to 16 percent. If you put that on a curve, 
when are we all through ? 

Mr. Mack. We are confronted, it seems to me, with a condition 
and not a theory. The thing we should do, in my estimation, is to set 
some limitation beyond which TVA cannot go. 

Mr. Sammis. By all means, that is one step. Stop them where they 
are. 

Mr. Mack. By all means, take some action so that the Federal 


Government will be assured of getting back the $1,200 million it has 
invested in TVA and not be made a second mortagee as far as that 
amount of money is concerned. TVA in my estimation, should con- 
tinue to operate. 
Mr. Sammis. One of the moves you could make is stop them where 
2 


they are. The Tennessee Valley has an area of 40,000 square miles, 
and the Tennessee Valley Authority is serving 80,000 square miles. 

Mr. Mack. I think as a matter of political practice it will be im- 
possible to set about charging interest on money which we made a 
contract to supply interest free, and then go ahead and impose taxes 
on this one Government agency and not on others. 

Mr. Sammis. I see nothing inconsistent in it. 

Mr. Mack. If anybody advanced your company money 

Mr. Sammis. For instance, if we have some bonds which cost us 
3 percent some years ago, and those bonds have run out and are due, 
we have to pay them off and issue some more bonds, and maybe we 
have to pay 414 percent instead of 3 percent. That is one of the prob- 
lems of business, and it is no different with the TVA. 

If they paid no interest before, there is nothing like starting out 
with paying interest. If they have to ask for rate increases, it is no 
different than what we have to do. We have to go in and ask for rate 
increases if conditions change and our cost of labor and other things 
increase. We have to ask for rate increases. There is no reason why 
the Tennessee Valley Authority should not. Why should you have a 
protection or an umbrella over Tennessee as compared to. the whole 
rest of the United States? 
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Mr. Maox. It'seems to me ‘a' practical solution ‘to the problem is to 
not permit the expansion in unlimited territory and at’ the same time 
secure guaranties that the Federal Government will get back over a 
period of time the amount of money invested in this enterprise. 

Mr. Samos. I do not think that is enough. I think those are two 
points which are good ones, but I think there ‘are some more ‘which 
should be considered. 

Mr. Mack. And there should be some limitation on the amount 
of money TVA can ‘borrow. Congress should have control over 
the expansion or the development of the Tennessee Valley Authority. 

Mr. Samais. I think they should have total coritrol over the ex- 
pansion of the Tennessee Valley Authority. 

Mr. Mack. But it should not be destroyed by imposing obligations 
on it which they cannot meet. 

Mr. Samaais. I am not asking that we destroy it. 

Mr. Mack. That is all, Mr. Chairman. 

Mr. Sammuts. Thank you. 

Mr. Davis. If the Tennessee Valley Authority met those points you 

just mentioned you would think up 2 or 3 more to add to it, would 
you not? 
Mr. Saxtaris, Well, fundamentally, Mr. Davis, I do not think that 
the Government should be in the business in competion with the in- 
vestor-owned utilities. I do not know what business you are in, but 
if you happened to be in the manufaeturing of automobiles, would 
you want to see the Government come in and manufacture automobiles 
without paying any interest to the Government in sat in the 
manufacture of automobiles with you? I use it hypothetically, but 
there is no difference between the two. ¥ 

What difference is there for the farmer? The farmer is out there 
and certainly he ought to be a capitalist type, because he is putting 
his money into a farm. If the Government came in and. operated a 
farm in competition with him, next door to him, Ido not’ see any 
difference. I do not see any end to this situation. 

Mr. Davis. You will be charging them ‘for the air after a little 
while, because the good Lord gave us the water in the rivers for the 
use by the great mass of the people, people just like you and I. You 
are rich and I am just’a poor Congressman, but we have the same 
appreciation of the air and the sunshine and the rain. 

Mr. Samais. Right, but what is wrong with a taxpaying private 
enterprise developing the’ natural resources of this country and put- 
ting them to work for the benefit of the people in the area, whether 
through the harnessing of waterpower or through the. mining and 
processing of iron ore, or lead, or silver, or pols or tilling of the soil? 
The real giveaway o¢curs when the Federal Government itself builds 
and operates powerplants with the tax moneys coHected from all of the 
taxpayers'of the Nation ‘and then sells electricity at less than the real 
cost to a privileged group of people—— 

Mr. Jongs. May Task a question there? 

Mr. Davis. Go ahead, ‘and then I will pass to Mr. Stauffer next. 

Mr. Jonrs. Mr.'Sammis, do you operate under a license in the State 
of Ohio, or a franchise? 


Mr. Sammis. We' have individual franchises from the various 
municipalities. 


91411—57——-15 
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Mr, Jones. How many companies are there operating in the same 
geographical area you operate in? 

Mr, Samus. There are no other companies operating in the same 
area, but the franchises that we receive are not exclusive franchises. 
The history of the industry, going back to the early days, indicated 
two companies that competed in the same area had duplicate facil- 
ities, and, therefore, the cost to the consumer would be very much 
greater than if they did not have duplicate facilities. So, it is a mat- 
ter of economics that has control of the situation, but we do noi have 
an exclusive franchise, 

Mr. Jones. And that is the observation Mr. Willkie made in his 
book about the transaction which Mr. Davis referred to as being a 

ood deal for the company to withdraw and sell out to the Tennessee 
Valley Authority. 

Mr. Sammis. Because they were being duplicated. So with the 
Government with oodles of money to pour in there competing with 
them, then what could a poor—not a poor, but what could a small, 
coeates to the Government, company do? It is survival of the 

ttest. 

Mr. Jonss. So, what you brought to the committee this morning is 
this notion: That, wherever possible, the Federal Government shall 
vacate any responsibility it has for the development of the resources 
for the benefit of the people and give them to you, so that you can 
make a profit on it, because you are a so-called private-enterprise 
operation ? 

Mr, Samais. No, sir, but we do not think that the Tennessee Valley 
Authority has, according to the act, or any amendments made to the 
act, from what I have been able to read—and I asked my associates 
to research it for me—we do not think that they have the responsi- 
bility as a sole supplier for that area. 

Mr. Jones. Mr. Sammis, your organization, or its successor, op- 
posed TV A’s enactment in 1933, did it not ? 

Mr. Sammis. Yes, sir. 

Mr. Jonrs. And you have opposed avery annual opproprieton that 
provided funds for the Tennessee Valley Authority to make a Federal 
investment in hydro and steam plants? 

Mr. Samois. And will probably continue to do so, sir, because we 
think that private enterprise should be given its opportunity, since 
in that way the Government gets tax dollars back. 

Mr. Jongs. The Federal Government spent $14 billion in water- 
resource development. In the Pacific Northwest on the Columbia 
River, where Mr. Mack lives, the Federal Government spent $2,800 
million, or almost 20 percent of the entire amount invested in those 
kinds of properties. Do you think, as a taxpayer, that there is any 
justification for the Federal Government ailing investments on the 
Columbia River when you in Toledo and Cleveland, Ohio, get no im- 
mediate benefit from it ? 

Mr. Sammis. We have no objection to spending tax money for flood 
control or irrigation, and, in fact, in some of these emergency situa- 
tions of duststorms and other things, where the Government puts 
money. We do not object to that, but we do not see any reason why 
they should go into competition with the electric light and power 
companies, or automobile companies, or grocery stores. Flood con- 
trol, irrigation, and navigation are a little different picture. 
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Mr. Jones. But they are a justifiable expenditure ? 

Mr. Samais. That is, if the economics prove them to beso. 

Mr. Jones. So you disagree with the philosophies and policies as 
pronounced by Theodore Roosevelt, Woodrow Wilson, Harding, Cool- 
idge, Hoover, Franklin D. Roosevelt, Harry Truman and Dwight D. 
Eisenhower ? 

Mr. Sammuis. Frankly, I do not know their philosophies. I am not 
a good reader, perhaps. 

Mr. Jones, You have said so this morning. 

Mr. Sammnis. But I enunciated my policies, whatever they are, in 
the record. 

Mr. Jones. It has been in the law since 1906, as I recall it, that the 
Federal waterway development and generation of power shall 
utilized for the people. That was not a foreign ideology in 1906. 

Mr. Samus. No, and that was the way it started off in the Tennes- 
see Valley Authority Act. The hydropower was to be incidental to 
it. My recollection was there was some preference as to whom it 
should be given, but this thing has changed now. The Tennessee 
Valley Authority is the largest producer in continental America. 

Mr. Jones. And the most successful. Don’t you agree with that? 

Mr. Samus. I think the individuals in the Tennessee Valley Au- 
thority, as I have mentioned once before in the Senate hearings— 
I knew Mr. Finley, in the Tennessee Valley Authority, who was from 
Ohio. He is an excellent gentleman, and we exchanged information. 

Mr. Jongs. You mean States Rights Finley ? 

Mr. Sammis. Yes. States Rights Finley. It is not the individ- 
gr? le I am quarreling with, but the philosophy. 

rd ante Do you think the Tennessee Valley Authority has done 
a good job? 
r. Sammis. From an engineering standpoint, yes. 

Mr. Jones. Thank you. 

Mr. Davis. Mr. Stauffer. 

Mr. Sravrrer. I have just one question there. Do you have a break- 
down, Mr. Sammis, of the operating costs of the private utility com- 

anies including labor, fuel, and so forth, and do you have a break- 
iown of the Tennessee Valley Authority costs on their steam plant 
versus their hydroelectric plant? 

Mr. Samus. Yes, sir; I do. 

Mr. Sravrrer. I would like that in the record. I asked the Ten- 
nessee Valley Authority for it, but it was never placed in the record. 

Mr. Sammis. May I give the figures now! It will only take a few 
minutes. 

Mr. Staurrer. I do not want to take the time. I think, if you can 
furnish that in the record, it would be helpful. 

Mr. Sammis. In other words, you want me to put in something on 
that subject ? 

Mr. Sravurrer. Yes. 

Mr. Samnis. I will be glad to do so. 

Mr. Sravurrer. And I want it detailed, because we are talking 
about the economies of the Tennessee Valley, and I am wondering 
about whether those existing economies will exist if they continue to 
7h oly the power in steam plants rather than in, hydroelectric plants. 

I Er Sammis. I will be glad to put in something which I think will 
answer your question. 
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Mr. Sraurrer. Thank you. 
(The information to be furnished is as follows :) 


Onto Eprson Co., 
Akron, Ohio, May 21, 1957. 







Hon. Cuirrorp Davis, 
Chairman, Flood Control Subcommittee, 
Committee on Public Works, 
House of Representatives, Washington, D. C. 

Deak Siz: During the hearing on May 6, 1957, before your subcommittee, I 
was asked to supply certain information and data for the record. I am incor- 
porating the information and data in this letter. 

I stated that the electric light and power industry had a 20-percent reserve 
in fiscal year 1944-45. The capability, peak load, and margin of reserve for the 
pa electric utility industry, as reported by the Edison Electric Institute, were 
as follows: 
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1945. s li Lhd eatin dds wesnbseisseisit-.ice 50, 050, 000 39, 550, 000 26. 5 
BONE cheapie pepe cnreneteroerecep* eigereh Fe~= sh esbevenreseye 48, 800, 000 40, 650, 000 20.0 
WON So ckwc beso oo Saint eine ce edndowe see cee sneak Scsee- S28 47, 650, 000 40, 100, 000 18.8 
WOMB, nn ehh ok eesipicins gti cnn sos pent 45 enant epee en ee~ np 44, 850, 000 35, 850, 000 25.1 
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I also stated at the hearing that it was not necessary to locate the Oak Ridge 
plant in Tennessee from a power supply standpoint when the industry had a 
20 percent reserve. Further, as I brought out at the hearing, in the investor- 
owned electric utility industry the amount of power available at a given location 
is not limited by the reserve margin of the particular company serving the area 
involved. Through its interconnections the particular company can obtain power 
from other companies. Thus the power potentially available at a given location 
is limited only by the aggregate reserves of the interconnected systems. 

It is my understanding that the decision to locate the Oak Ridge plant in 
Tennessee was made in 1942. The availability of electricity in the various regions 
of the country in the years 1941 and 1942 is shown by the following tables  ob- 
tained from the Edison Dlectric Institute: 














| | 
Actual non- Margin of reserve 

Region Capability coincident | 
(kilowatts) peak loads 
(kilowatts) | Kilowatts | Percent 





























NDS shit in dy ~mnsint bodes b-disd--ibi 3, 050, 000 2, 485, 000 22.7 
EB EPS re ea rae ee 9, 110, 000 7, 310, 000 1, 800, 000 24.6 
Central industrial_..........--.....2.--.i.----. 13, 490, 000 11, 440, 000 2, 050, 000 17.9 
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PE A dns dvcdsucdectacihitinabenvonddeds 3, 205, 000 2, 365, 000 840, 000 35. 5 
RS tc tecdeadeeseaneeune 9, 440, 000 7,170,000 | 2, 270, 000 31.7 
Se a Ss sc auineew mercial 14, 170, 000 11, 635, 000 2, 535, 000 21.8 
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A summary of capability, peak load, and margin of reserve in kilowatts and 
percent for 1942, 1943, and 1944 for various selected areas of the country for 
class I utilities only is shown below: 
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Maine, New Hampshire, Vermont, Massachusetts, Connecticut, and Rhode Island 
area 


Including Central Maine Power Co., the Connecticut Light & Power Co., the 
Connecticut Power Co., the Hartford Electric Light Co., Boston Edison Co., Lynn 
Gas & Electric Co., New Bedford Gas & Edison Light Co., New England Power 
Co., Western Massachusetts Electric Co., Public Service Company of New Hamp- 
shire, the United Illuminating Co., and others. 


Capability, kilowatts 

Peak load, kilowatts 

Margin of reserve: 
Kilowatts 
Percent 


New York State area 

Including Consolidated Edison Company of New York, Long Island Lighting 
Co., Rochester Gas & Blectric Corp., New York State Electric & Gas Corp., 
Buffalo Niagara Electric Corp., Central New York Power Corp., New York Power 
& Light Corp., the Niagara Falls Power Co., and others. 


1944 


IOI, I eal | , 5, 041, 000 
Peak load, kilowatts : 3, 963. 4, 151, 000 
Margin of reserve: 
Kilowatts 890, 000 
Percent : 24 8 21 


Western Pennsylvania, Ohio, Indiana, Kentucky, West Virginia, and western 
Virginia area 

Including Duquesne Light Co., Pennsylvania Electric Co., Pennsylvania Edison 
Co., West Penn Power Co., Monongahela West Penn Public Service Co., the 
Cleveland Electric Illuminating Co., Columbus & Southern Ohio Hlectrie Co., 
the Dayton Power & Light Co., Ohio Edison Co., the Ohio Power Co., the Ohio 
Public Service Co., the Toledo Edison Co., Appalachian Electric Power Co., 
Indiana & Michigan Electric Co., the Cincinnati Gas & Electric Co., Indianapolis 
Power & Light Co., Louisville Gas & Electrie Co., Public Service Company of 
Indiana, Southern Indiana Gas & Electric Co., Kentucky Utilities Co., and others. 


End of year 


1943 


Capability, kilowatts 

Peak load, kilowatts 

Margin of reserve: 
Kilowatts 
Percent 
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Michigan (except southwest corner) area, including Consumers Power Co., the 
Detroit Edison Co., and others 


End of year 
1943 


Capability, kilowatts , 043, 2, 188, 000 
Peak load, kilowatts...... | dp ebls tcl bbiba note ewtnteccuclbh , 503, 1, 667, 000 


521, 000 
31 


Eastern Wisconsin, Illinois, northeastern Indiana, and western corner of Ken- 
tucky area 
Including Madison Gas & Electric Co., Wisconsin Public Service Corp., Wis- 
eonsin Power & Light Co., Wisconsin Michigan Power Co., Wisconsin Electric 
Power Co., Commonwealth Edison Co., Iowa-Illinois Gas & Hlectric Co., North- 
ern Indiana Public Service Co., Central Illinois Light Co., Central Illinois 
Public Service Co., Kentucky Utilities Co. (western portion), and others. 


End of year 
1944 


Capability, kilowatts , 661, 3, 991, 
Peak load, kilowatts , 017, 3, 469, 
Margin of reserve: 2, 


Percent 


Montana, Idaho, Utah, Washington, and northern Oregon area 

Including The Montana Power Co., Utah Power & Light Co., Idaho Power Co., 
Washington Water Power Co., Northwestern Electric Co., Pacific Power & Light 
Co., Portland General Electric Co., Puget Sound Power & Light Co., Bonneville 
Power Administration, Seattle Department of Lighting, Tacoma Department of 
Public Utilities and others. 


End of year 


1942 1943 


Capability, kilowatts A 2, 739, 000 3, 443, 000 
Peak load, kilowatts 2, 216, 000 2, 822, 000 
Margin of reserve: 
Kilowatts 621, 000 
Percent 22 





Southern Oregon, California, Nevada, and Arizona area 

Including the California Oregon Power Co., Pacific Gas & Electric Co., United 
States Bureau of Reclamation Central Valley project, California Electric Power 
Co., San Diego Gas & Blectric Co., Southern California Edison Co., Ltd., Los 
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Angeles Municipal System, Metropolitan Water District of Southern California, 
United States Bureau of Reclamation Parker Dam power project, Central Arizona 
Light & Power Co., and others. 


End of year 
1943 


Capability, kilowatts 4,278, 000 
Peak load, kilowatts 1 3, 694, 000 
Margin of reserve: 

HS 


Incidentally, during World War II several hundred thousand kilowatts of 
generating capacity was taken by the Federal Government from investor-owned 
utilities for use elsewhere by removing machines from their foundation or by 
diverting equipment on order with manufacturers. In addition, over 1 million 
kilowatts of generating capacity which the utility companies had on order with 
manufacturers was canceled or deferred in manufacture until after hostilities. 
For instance, a 40,000-kilowatt unit on order from a manufacturer for Ohio 
Edison’s Toronto plant, originally scheduled for service in 1943, was ordered 
suspended by the War Production Board in 1942. 

The Atomic Energy Commission as far as power supply was concerned could 
have put its project at almost any location and through its highest priority 
rating could have obtained the necessary power, or it could have secured the 
necessary materials and equipment to provide interconnections or to build a 
powerplant. Actually, the Atomic Energy Commission did construct a steam 
powerplant of its own of 238,000 kilowatts at Oak Ridge. It was the additional 
power that it required which was obtained through TVA. Further, interconnec- 
tions between TVA and neighboring companies and between a neighboring com- 
pany and a company one step removed were completed in 1941 and 1942. 

Throughout the summer, fall, and winter of 1941 and into the spring and 
early summer of 1942, TVA purchased power from neighboring electric utility 
systems and through displacement from electric utility companies at consider- 
able distance from Tennessee. At the end of fiscal 1942 TV A’s installed capacity 
was 1,374,552 kilowatts and its highest system peak demand was 1,136,830 
kilowatts. 

It is my understanding that TVA began delivering small blocks of power to 
Oak Ridge in May 1943 and by December 1944 the TVA was supplying 158,500 
kilowatts and by June 1945 just prior to the time the first atom bomb was 
dropped on Hiroshima the figure was 274,000 kilowatts. 

I was also requested to furnish for the record of the hearing a breakdown 
of operating costs of the private utility companies and of TVA. It is very 
difficult to make a selection of unit costs which is not vulnerable to some just 
criticism. The customary breakdown of such costs is by production, trans- 
mission, distribution, customers accounting, sales promotion, and administrative 
and general expenses. To give a more complete picture I have added deprecia- 
tion expense, Federal income taxes, State and local taxes, and cost of money. 


Production expense 


Production expense includes generation expense, cost of purchased power and 
interchange power. Generation expense is generally the principal item and the 
unit cost for generation expense is customarily calculated on a kilowatt-hour- 
generated basis. 
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Generation expense per Percent of total 
kilowatt-hour, mills 
Size of 


plant, 

Other kilowatts 
than Total Capacity 
fuel 


| Generated 


Hydro plants: | 
Mutltiple-use dams (19 plants) _ - ; . 4 2, 491, 500 
Single-use dams (10 plants) - -..- | ‘ ; 251, 000 


3B 
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| 
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2, 742, 500 


459, 000 
375, 735 


|. 3, 577, 235 
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1, 440, 000 
1, 215, 000 
720, 000 
675, 000 
675, 000 
540, 000 


197, 250 


poor 
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Total steam plants (14 plants) - | 8 


Total all plants (59, plants) 
General production expense 





Total generation expense 
Average size: 
Hydro plants 
Steam plants. .................. | 
All plants_2i:.-...-.-.22...2.-.- | pitbiosid: 








| 
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A and B investor-owned companies, 1955 * 


Generation expense 
kilowatt-hour, mi 





Size of 


iflowatts 









Other 
Fuel than Total 
fuel 












|-———————- 


Hydro plants: 
Some companies with large 
hagry plant: 
labama Power Co. (6 
ioe ‘pe PRB ak a SRE 0. 517 
Idaho Power Co: (16 plants)_!_......... . 377 
“cen Power Co. (12)| 


akan eae hydro plants (893 
plenite) ya se a. 1. 063 


Total hyayo plants (927 
DUN -cucketacoacncrctensdeawhae 












































Steam plants: 


Coal plants: 
ee ee ! 1.79 . 27 
Tanners Creek, Ind__22. 2... { 1.67 . 36 
Wabash, Ind_....-....-..-.-} 1.80 38 
Kanawaha River, W. Va.._| 1.61 . 30 
IeR. whiting Michigat.. af 2.75 . 38 
Albright, W. Va.v_-.-...... | 1.36 .3l 
Barry, Sokeae eS ran ae | 2.13 »32 

Gas plants: 
reens Bayou, Tex. _......- 1.15 .32 
Webster, Tex... ...--..--.-. 1.0 -10 

All. other steam plants (682 

scape bdanaanaalensteades 3. 07 1.08 


steam plants (691 


plan 
Internal-combustion plants (350 
|| ERE eR e aR OPES ce, 6.16 8. 20 14. 36 


Total all plants (1,968 plants)...|.......-..}4-4s-.-.-- 
Other production expense 





Total 
1 








Total generation and other 
productom expense..........!........-- Sit acecenpetacl BOP To cccennanntelacanautanseediesenansanan 
Average size: 
EA VGr0 PARE... «. nomutteetiaie-cose= 
Steam plants.-........-.----..+ lebininedeenteacimeneep|pccecscese| MOD IED |onncenceenqa|encqceoscsee 
Internal-combustion plants. ....|.........-|---...--.-- cicnaneoel REET Lp Qincunkttidcsveucneelle 
ae inc + ao ccltretedneaiean Fi deiea toe Adidas at area i BED Gaceccnnadiaibeicmnduiantenttt 








1 The latest year for which figures are available. 


Unit costs per kilowatt-hour generated are materially affected by the size of 
the plants, as the unit cost for labor will be much smaller for the larger and 
more recently constructed plants. For instance, a recent FPC report stated 
that the larger muliple-unit, coal-burning plant of the 1924-80 construction 
period required approximately 1 employee per megawatt of capacity, whereas 
the present-day version. of this same plant requires from 0.3 to 0.6 employee 
per megawatt. The average size of the TVA’s hydro plants in fiscal 1956 was 
79,494 kilowatts, whereas the similar figure for A and B investor-owned com- 
panies in the year 1955 was only 12,237 kilowatts. The average size of TVA’s 
steam plants in fiscal 1956 was 407,304 kilowatts, whereas the similar figure for 
A and B investor-owned companies in the year 1955 was 109,125 kilowatts. 

Such unit costs are also materially affected by coal or other fuel costs. The 
figure for fuel cost for TVA steam plants was 1.83 mills per kilowatt-hour, 
whereas the figure for A and B investor-owned companies’ steam plants was 
2.97 mills per kilowatt-hour. 

Further, system unit costs are affected by the relative percentage generation 
of steam versus hydro. 
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The annual load factor or hours’ use during the year of the maximum capac- 
ity of the plants also materially affects unit costs. The higher the annual load 
factor, with other conditions remaining the same, the lower the unit cost. It is 
my understanding that for fiscal 1956 the TVA system annual load factor was 
approximately 80 percent due to the approximately 95 percent load factor of the 
AEC load which took over 50 percent of TVA system’s entire output, whereas 
the annual load factor for the A and B investor-owned companies for 1955 was 
materially less, being only 60 percent. 


Transmission expense 


There is no basic unit of transmission expense for comparison among electric 
systems that is not subject to attack as being unrealistic. Expense per kilo- 
watt-hour sold is sometimes used, but the unit cost varies with the number of 
transmission lines, their length, size, and voltage; with the relative distance of 
the generating plants from the large load centers; and the number and relative 
location of the plants. Expense per mile of transmission line is also used as a 
unit, but the result is materially affected by the length, size, and voltage of the 
lines, whether each line carries 1 or more than 1 circuit, and whether the line 
is of wood or steel construction. Further, the system annual load factor has a 
large effect on the unit costs. 

For whatever value the figures may have, a unit figure for the TVA, which is 
influenced by the high load factor of the AEC load, is 0.15 mill per kilowatt- 
hour sold, and for the A and B investor-owned companies the corresponding 
figure is 0.26 mill. To emphasize the comments made about, the unit figure for 
the Ohio Valley Electric Corp. (serving the AEC plant at Portsmouth, Ohio) 
for the year 1956, also influenced by the high load factor of the AHO load, is 
0.03 mill, and for all publicly owned power systems in the United States, ex- 
eluding Federal and not including cooperatives, for the year 1955 is 0.13 mill, 
as the majority of the publicly owned systems have little transmission, for, 
whether they purchase or generate their power, it is usually delivered or gener- 
ate close to the load center. 


Distribution expense, customers’ accounting expense, sales-promotion expense, 
administration and general expense 
Dollars per year per customer is a commonly accepted unit for the above 
expenses. The following table is based on the average number of customers for 
the year. 





A and B TVA and 

investor- TVA dis- |Chattanooga,'] Memphis,! 
owned com- | tributors, fiscal 1956 fiscal 1956 
panies, 1955 | fiseal 1956 


Distribution $14. 18 $12.01 
Customers accounting 5. 33 4.38 
Sales promotion 2.77 1. 61 
Administration and general 10. 81 10. 39 


28. 39 


1 Ineluded also in TVA distributors. 


Distribution expense is materially affected along with other factors by cus- 
tomer density of the territory served, the amount of underground facilities, and 
by tree conditions in the area. 

Customers accounting expense is materially affected when a system uses the 
same employees and facilities to bill and collect other utility services such as 
gas, water, sewer, and garbage collection. The proration of the total charges 
under such conditions has a material effect upon the reported unit cost. For 
instance, one municipally owned distribution system purchasing all of its elec- 
tricity from Ohio Edison Co. and operating in a city of 33,000 population 
reported customers accounting expense of $1.54 per customer, whereas another 
municipally owned distribution system operating in a city of 18,000 population, 
also purchasing all of its electricity from the company, reported an expense of 
$11.31 per customer. Again, many rural electric cooperatives do not regularly 
read customers’ meters but require each customer to read his own meter and 
return a post card furnished for such purpose with the meter reading marked 
thereon, thus reducing the cost of this item of expense. Further, many elec- 
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trie systems have a separate rate schedule and thus separate meters for water 
heating service, in which cases there are 2 meters to read and 2 separate bill- 
ing calculations per customer. 

Sales promotion expense is largely affected by the system’s promotional sales 
efforts including such items as absorbing a portion of the wiring cost on cus- 
tomers’ premises in an effort to promote the use of major appliances, such as 
the electric range, the electric water heater, and the electric dryer. 

Administration and general expense is materially affected by the type and 
benefits of the system employee pension and insurance plans and the portion of 
their cost borne by the electric system ; the cost of regulatory authority expense 
borne by the electric system; the volume of records and reports required, to be 
maintained and submitted, by regulatory and taxing authorities; the costs of 
rate proceedings, etce.; and by the allocation of such expense when other utility 
services are rendered. 


Depreciation expense 
There is no generally accepted unit for depreciation expense. 











A and B TVA and 
investor- TVA, fiscal | TVA dis- 
owned com- 1956 tributors. 
fiscal 1956 


panies, 1955 


Per kilowatt-hour sold (mills) 


£. 0.7 
Per dollar of operating revenue (cents) ................-....--- 9. 69 17.19 
Percent of average gross electric plant 2. 2, 29 


— 
pre 
KES 









Taxes 


Taxes are generally reported per dollar of operating revenue or as a percentage 
of the plant account. 





All investor- TVA and 
owned com- | TVA fiscal | TVA dis- 
panies, 1956 1956 tributors, 

fiscal 1956 









Federal income tax: | 


Per dollar of operating revenue (cents)...................- 13. 92 0 0 

Percent of average gross electric plant..............-.....- 3. 29 0 0 
State and local taxes: 

Per dollar of operating revenue (cents).................... 9. 13 1, 87 3. 58 

Percent of average gross electric plant...................-. 2.16 - 25 .51 
Total of Federal income tax and State and local taxes: 

Per dollar of operating revenue (cents).................... 28. 05 1, 87 3. 58 

Percent of average gross electric plant....................- 5.45 . 25 -51 











Cost of money 


For the investor-owned electric utility companies the cost of money varies with 
the money market and the capitalization ratios of bonds, preferred stock and 
common stock, and over a considerable period of time 6 percent has been used as 
a representatives figure for such cost. TVA, however, pays no interest on the 
money appropriated by Congress. TVA distributors are comprised of both rural 
electric cooperatives and municipalities, The cooperatives obtained money from 
the Federal Government at a 2-percent rate, The municipalities have sold gen- 
eral obligation or revenue bonds to the public, the income from which is tax 
exempt to the purchasers, and the rate, depending upon the money market at 
the time and the rating of the obligation, has varied from about 1% to 4% per- 
cent. Further, some of the municipalities and cooperatives which are TVA dis- 
tributors received grants from Federal agencies. 

Again I wish to express my appreciation for the opportunity of appearing be- 
fore your subcommittee, 

Yours very truly, 


WALTER H. SAMMIs. 

Mr. Davis. Mr. Wright. — 
Mr. Wricut. Mr. Sammis, has it been your experience with Ohio 
Edison that in a given area due to the per capita increase in electric 
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consumption you are having to increase your generating capacity all 
the time? 

Mr. Samus. Yes, sir. 

Mr. Wricut. Whether you increase your area of service or not? 

Mr. Sammis. Yes, sir. 

Mr. Wricur. You have to increase your generating capacity ? 

Mr, Samais, Yes, sir. 

Mr. Wrieut. As I understand it, one of the things you have found 
objectionable in the Tennessee Valley Authority has been the fact that 
it does not pay any interest on the money it borrows? 

Mr. Sammnis. One factor. Yes, sir. 

Mr. Wricut. As opposed to the fact that when you have an expan- 
sion program brought about by a growing use of electricity, you must 
re on money you borrow ? 

r. Samis. Yes, sir. 

Mr. Wricur. Without expanding their area of service, which the 
Tennessee Valley Authority spokesmen say they are not asking to 
do, is it not logical that they are going to have to expand their gen- 
erating facilities also in ee to keep pace with the growing use of 
electricity within the area ¢ 

Mr. Sammis. If the Government does not cancel the Oak Ridge 
contract. 

Mr. Wrieur. Of course, that is a hypothetical thing, and I don’t 
suppose either of us has any reason to assume that this contract 
would be canceled ? 

Mr. Samais. I know over at OVEC that was one of the things the 
Government insisted on when negotiating with us in the Ohio Valley 
Electric Corp. They insisted on having the right of cancellation; 
not only the right of cancellation during the construction period, but 
after the plant was finished the right of cancellation. We had to 
work out, or did work out with them, in our desire to cooperate, a 
cancellation feature, so that immediately after the OVEC plants were 
completed there was a 2-year notice of cancellation, and then a 
further 2 years, making a total of 4 years or thereabouts. It may be 
53 months, or maybe 52 months. However, that tapered down so that 
10 years from the time those plants went in, it only required 2 years 
of notification. 

I do not know why the Government wanted that right. I assume 
something might change so that they would not want to operate that 
plant, but when they cancel that contract, that power is dumped right 
in our laps, and it will take the place of expansion that we would 
otherwise have to make. 

Now the Tennessee Valley Authority is running a risk that maybe 
the Government will cancel the contracts at Oak Ridge. If they do 
they will have millions of kilowatts available, and if they have mil- 
lions of kilowatts available and there is nothing to confine the area, 
and T am within transmission distance, I am going to be worried. 

Mr. Wricut. Let us assume that the Government does not cancel 
the contract. You have said in your prepared statement there is no 
assurance that the demands of the Atomic Energy Commission and 
other Federal agencies will not sharply decrease. 

Mr. Sammis. "That is right. 




















TENNESSEE VALLEY AUTHORITY FINANCING 233 


Mr. Wricur. I assume you have no knowledge that they will 
sharply decrease ? 

Mr. Sammis. I have no knowledge. No, sir. : 

Mr. Wricur. On the assumption the present customers will con- 
tinue to demand service from the Tennessee Valley Authority ? 

Mr. Samus. Right. 

Mr. Wricut. As you would assume that your present customers 
of Ohio Edison will continue to demand service ¢ 

Mr. Samais. Right. 

Mr, Wrient. Is it not logical then, in order to provide adequate 
service for the areas that the Tennessee Valley Authority is serving, 
that it is going to have to have expanded generating facilities? 

Mr. Sammis, No, sir. It is going to have to have more power, but 
that does not necessarily have to come from their expanded generat- 
tg nest. 

o follow your logic, they will need more power, but they do not 
have to get it from their own generating plants. 

Mr. Wricut. What has been the history of Ohio Edison when you 
have found it necessary to provide more power for your customers? 
Have you expanded your own generating facilities ? 

Mr. Sammis. Yes, sir. 

Mr. Wrigur. But that was not necessary? You could have bought 
power from some other company ? 

Mr. Samnis, That is right. We might have. 

Mr. Wrieut. If it had been more economical ? 

Mr. Samus, That is right. 

Mr. Wricurt. I assume you do have standby agreements with other 
companies ? 

Mr. Sammis. We have interconnection agreements with several 
neighbors. 

Mr. Wricur. Nevertheless you have found it desirable through the 
years to expand your generating facilities? 

Mr. Samus. ‘That is right. 

Mr. Wricut. But in expanding them you have not necessarily ex- 
panded your area of service? 

Mr. Risa It has not been tied together. We have had some 
expansions, 

Mr. Wrieur. But had there been no expansion of your area of serv- 
ice, you would still have found it desirable to expand your genera- 
tion ? 

Mr. Sammis. That has been our experience, except for short pe- 
riods, but normally that is correct. 

Mr. Wricut. If we were to assume that the Tennessee Valley Au- 
thority was facing something in the nature of the same problems you 
faced with increased use of electricity, what is wrong with the idea 

of their issuing revenue bonds which, if I understood you, cures one 
of the objections you have lodged against their form of operation, 
which is that they do not pay any interest on their money. 

Mr. Samnis. And they do not pay taxes. 

Mr. Wricut. If they issue revenue bonds they will be paying 
interest. 

Mr. Sammis. Only on that particular part represented by the bonds, 
with the other $1,250 million sitting back here. 
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Mr. Wricur. Is that not the only part we are dealing with in this 
bill? The part represented by the proposed bonds? 

Mr. Sammis. Perhaps in that bill, but I am talking to the whole 
philosophy of the situation, with your permission, Mr. Davis. 

Mr. Wricut. Most of your argument here does lodge itself against 
the Tennessee Valley Authority as an entity then rather than as 
against this bill ? 

Mr. Samais. I do not think TVA should be given the right to issue 
bonds. I do not think they should be given the right to issue bonds. 
You get into situations that I am not entirely familiar with in detail, 
of double budget practices, which I know have been before your com- 
mittee because I have read some of the testimony. 

There are a lot of problems in connection with it. I have read 
some of the letters of the Comptroller General to Senator Chavez and 
to the Bureau of the Budget; and all those things have been outlined 
in those various communications. 

Mr. Wricut. Mr. Sammis, would you prefer to have the Federal 
Government make additional funds available to the TVA through the 
direct appropriations method ? 

Mr. Siar I do not think you should let TVA out from under 
your control. 

Mr. Wrient. That is a kind of broad statement. 

Mr. Samnis. Right. 

Mr. Wrieur. I would agree with the conclusion you reach, but let 
me say this: Congress will presumably control the operations in the 
sense that we are authorizing this. They are under our control and 
have to come to us to get this authorization. If they are ‘to have 
funds for expanded generating facilities they have to get authoriza- 
tion or funds from Congress in one way or another. 

Mr. Sammis. And that is provided for in these bills. 

Mr. Wricur. Let me compare those two ways. Assuming their 
problems are akin to yours and they, like you, have to increase their 
electric output; then assuming they, like you, believe it is desirable 
and economic to increase their generating capacity in increasing their 
electric output—which I believe you said has been the history of 
your company—which would be preferable to you? For the Gov- 
ernment to make funds available for this increased output by direct 
appropriation, or for the Government to authorize them to sell rev- 
enue bonds as proposed in these bills, and pay interest on the bonds? 

Mr. Samus. Of course, I think you have limited the solution to 
two points only. There are other solutions to this problem. 

Mr. Wrieut. A third solution is they can buy electricity from 
you or someone else. 

Mr. Samnis. From their neighbors; or some people in their area 
such as Memphis, although I do not like to see public ownership 
go any further, could put in their own plant, or some industries 
could. It seems to me there was some kind of so-called preference 
in the act—I have forgotten the details—where farmers and residents 
had first call, so to speak, and power from industry could be recalled 
if necessary. 

Mr. Wrieurt. I think we are familiar with that preference clause 
but I think you testified a while ago it had been your experience at 
Ohio Edison that it was a more desirable solution for you to increase 
your output. 
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Mr. Samoas. In general; yes, sir. I can see why TVA wants to 
expand. Sure. But the problem is, is it going to do it at the ex- 
pense of the other taxpayers throughout the country, for the, bene- 
fit of the few in that area. ( 

Mr. Davis. I think we have been over and over and over that this 
morning. You keep on repeating it. 

Mr. aaien It was not my wish, Mr. Chairman, to go back 
over it. 

Mr. Davis. Mr. Sammis kept repeating it. I apologize for hav- 
ing taken so much time but he got enthusiastic and got me enthusias- 
tic, and both of us got to talking about it. 

Mr. McGrecor. I wonder when we on our side might get the oppor- 
tunity to be getting enthusiastic. 

Mr. Davis. Mr. MeGregor, Mr. Mack has asked questions and Mr. 
Stauffer has asked questions and Mr. Becker, but, you will take your 
regular turn and ask your questions. We have been here almost 2 
hours and I think it has been a very splendid session. I have gotten 
a lot out of it myself. We are delighted you are here and we are 
going to give you all the time you want. 

Mr. McGregor. I want the record to show I am not talking for 
the Member from Ohio, I am not a member of this subcommittee, but 
I do feel that the minority members should be given an equal oppor- 
tunity and time to question the witness, same consideration as the 
majority. 

Mr. aad Mr. McGregor, none of these other men are going to 
agree with you on that because they were given the time. Are you 
through, Mr. Wright? 

Mr. McGregor. I take exception to your statement that these other 
men are not going to agree with me, because I got my information 
from the other men you refer to. 

Mr. Davis. They have been asking questions all morning and are 
going to ask all they want. We are going to stay here until they do. 

Mr. McGrecor. It is a quarter to 12, so we only have 15 minutes 
of this 2-hour hearing. 

Mr. Davis. And we meet tomorrow morning at 10 o’clock. 

Mr. McGregor. Fine, I hope the minority gets equal time as ma- 
ority. 

; Mr. Wricurt. I yield the floor in deference to my colleagues. 

Mr. Davis. None of you gentlemen have complained about the way 
we have handled it so far I hope. 

Mr. Becker. I did object to the great amount of time being utilized 
by two gentlemen, my good friends on the right. I do hope we can 
get around and ask a few questions each before the session is con- 
cluded today. 

Mr. Jones. I would like to make an observation. 

Mr. Brecxer. Are you going to take my time? I did not yield. 

Mr. Jones. Will the gentleman yield? 

Mr. Broker. I will certainly yield. 

Mr. Jones, I want to say in asking questions I did not hope bv ask- 
ing those questions to preclude, nor did the Chair intend to preclude, 
your asking questions on the other side of the aisle. 

Mr. Becker. I did not complain about anything unfair on the part 
of the gentleman from Tennessee. 





236 P@ENNESSEE VALLEY AUTHORITY FINANCING 


Mr: Sammis, @ great deal has been said this: morning about the 
philosophy of utilizing the waters of the country for the benefit of the 
people. However, it seems to me in the TVA, if my memory serves 
me correctly, about two-thirds of the power is being pet a by 
steam plants and only one-third by water. Is that correct 

Mr. Sammis. I think I made the statement that in 1 or 2 years it 
will be. It is in'that general neighborhood. 

Mr. Becker. It is near enough, Approximately two-thirds and 
one-third. 

Mr. Sammrs. Yes, sir. 

Mr. Becxer. Then there was a discussion about advertising and 

amphlets and other things being utilized by private companies. Per- 
fe the gentleman here ought to see the New York State Power 
Authority and the way they utilize funds for advertising and send- 
ing out men all over the place to get contracts for the St. Lawrence 
power. Avast sum is being spent in that direction. I also know 
vast sums have been spent in taking many groups of people up there 
to see what is going on, and it has bean at the expense of the author- 
ity. It is done all over the place. I do not’ know what is done by 
TVA to sell their power there, but they must be doing something. 

That is only a statement I want to make and I do not think there 
is any ground for discussion. 

Mr. Samis. Yes, sir. 

Mr. Brcxer. Also, you are being charged with advertising this as 
an instance of socialism. You read the definition from Webster's 
dictionary and I think it is adequately correct and covers the situa- 
tion. When the Government pays money collected from others to 
produce goods and industry in competition with people who pay the 
taxes. I do not think there is any question of that and no question 
in connection with charging these gentlemen with being socialists 
because one phase of the situation brings in an item of socialism. 

The reason why we have this bill here today in my humble opinion 
to issue bonds is only because Congress a few years ago stopped ap- 
propeeting money for the expansion of TVA. The purpose of this 

ill is to create another area without control by Congress where TVA 
can issue unlimited bonds to expand or rebuild or replace facilities 
for the generation of electricity in that area or in expanded areas. 

I would say to you I can see no reason why we should have this 
bill here today. Either you ask Congress for appropriations outright 
for these purposes or you ask for bonds with a limitation placed on 
them by Congress, on the isuance of the bonds, with a first preference 
given to the Government for the payment of the money which TVA 
already owes to the Government. I think there are many limitations 
that should be placed in the bill. 

I might say this. ‘Having done a little study during the Easter 
recess on this I do not find ‘T'VA is compelled to pay a basic rate per 
year, but the money must be paid or should be paid in 40 years. I 
would like to be correct on that point if Iam wrong. 

Mr. Sammis. That is in connection with the amortization. 

Mr. Becker. Yes, but it is not specific there that they must pay 214 
percent a year, but at the rate of 214 percent to be paid in 40 years. 

Mr. Jonrs. No. It will be paid annually, on the capitalization of 
the unpaid balance in TVA power operations. That rate of cash 
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return to the Treasury would be at the going rate of interest at the 
commencement of each fiscal year. There will bea cash return pay- 
ment-—— 

Mr. Becker. Not interest, but amortization. 

Mr. Jonxs. No. There will be a cash return payment under the 
provisions of this bill. 

Mr. Becker. You mean on the bonds? 

Mr. Jonns. No. On the outstanding indebtedness, which will ac- 
celerate the payments made by the TVA to the Treasury of the United 
States. 

Mr. Becker. You mean an interest on top of the amortization, on 
the money outstanding ? 

Mr. Jones. On the money outstanding and the unpaid balance. In 
other words, we will suspend the 40-year payment. That will go out, 
and the repayments will be made on the unpaid balance plus a cash 
return payment at the going rate of interest on the Government’s 
indebtedness at the commencement of each fiscal year. 

Mr. Sammis. As I understand it, Mr. Becker, in this proposed bill 
the amortization payable in the past will be omitted. 

Mr. Jones. That is right. 

Mr. Becker. The amortization will be omitted ? 

Mr. Sammnis. In the proposed bill before your body. 

Mr. Jones. In other words, the 1948 a penne ten amendment is 
suspended by the proposals Mr. Davis and’ make; but in lieu thereof 
there will be an annual cash return payment on the unpaid capital 
investment in the electric facilities, at the rate of interest paid by the 
Federal Government at the commencement of each fiscal period. 

Mr. Brower. Mr. Chairman, I am reading some figures into the 
record now because of questions asked before. The question came up 
of the rapid amortization program and what year it went into effect. 
It was in 1940. The present amortization program was put into effect 
in 1950. The program was endorsed by the administration in office 
at the time the statute was passed. 

In his Economic Report of January 1, 1951, President Truman 
cited accelerated amortization under the new tax laws as one type of 
assistance being used to obtain increased plant capacity in key in- 
dustries. 

That is taken from the Economic Report at that time of the Presi- 
dent. So all of these things that were done were done by act of Con- 
gress, and if the companies utilized it they did it in order to do the 
job they were doing. 

Mr. Sammis. In that connection, if I may interrupt to help your 
point, in connection with the 1957 Economic Report of the President, 
there were construction expenditures of all industry of some $268 bil- 
lion, of which the construction expenditures put in by the investor- 
owned electric utilities are only $24 billion, or one-fourth of the total. 
No. I am sorry—the ratio of construction expenditures of the elec- 
tric companies to all of the companies is about one-eleventh and the 
ratio of the approvals for amortization is about 13 percent for our 
industry compared to industry asa whole. 

So we are not asking for something special for ourselves but are 
operating under an act passed by Congress. 


91411—57——-16 
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Mr. Becker. One other point and I would like to leave a minute or 
two for these gentlemen. The Tennessee Valley power was developed 
for the people of that area—farmers and other individuals—and we 
will say there was merit in it. 

Mr. Sammnis. Pardon ? 

Mr. Becker. Assuming there was merit, I say. At the same time 
we are building power facilities there today as an inducement. for 
industry to move into that area because they get cheaper electricity 
to produce goods in competition with industries in other parts of the 
country that have to pay higher rates for their electricity. That is 
one of the main things I object to. 

Mr. Samus. I made reference in my talk to not permitting them to 
drain off industry. 

Mr. Becker. I know you did. I will yield the balance of my time. 

Mr. Davis. Mr. Schwengel. 

Mr. Scuwencet. I would like to ask a few questions. First, I 
would like to comment and say that I think the gentleman is an excel- 
lent witness and I am sorry not more members of the committee were 
here to listen to him because it is very enlightening as far as I am 
concerned. 

Mr. Samois. Thank you. 

Mr. Scuweneet. I do not agree completely with the gentleman’s 
testimony and his position but I am concerned with certain phases of 
the testimony which have been put before us on one of the provisions 
_ I would like to have you expand on it for a little bit if you will, 
please. 

One question is this: Do you agree with the previous testimony of 
the Tennessee Valley Authority people who presented their case very 
well in most instances I think, that there has been no horizontal 
expansion of the TVA area since its beginning? Do you agree 
with that testimony ? 

Mr. Samnis. Not that there has not been expansion since its begin- 
ning, if you go way back to the original start, but it is my understand- 
ing that there has been no expansion in the last few years. You have 
to start some place, naturally, to get to this 80,000 square miles, 
and there has to be expansion and development. 

Mr. Scuwencet. But there has been expansion since the very early 
inception of the program ? 

Mr. Samnis. Yes. 

Mr. Scuwencet. I would like to have you comment on this particu- 
lar bill and the TVA Act itself. Do you agree with other testimony 
made before this committee that it is possible to expand under the 
terms of this bill the horizontal area ? 

Mr. Samois. Yes, sir. Under the act there is no limitation on their 
expansion except this transmission distance from any one of their 
dams. As I say, in the early days, in the thirties, that might have 
been 100 or 150 miles economically. Today with 345-kilovolt trans- 
oe it may be 300 to 350 miles on the same kind of economic 

asis. 

Mr. Scuwencet. I am sure you made a complete study of this pro- 
posed legislation by the distinguished gentleman from Alabama, who 
is, incidentally, a very able member of this committee and the Con- 
gress. Can you tell this committee how much it would be possible 
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for the TVA to expand under the terms of this bill if we pass it as it 
is presented to us? 

r. Samnis. I am sorry there is not a map put up here on which 
I could point this out. They can get up into Ohio. They can go 300 
miles, a good transmission distance, from any one of their dams— 
with 345 kilovolts they could transmit 300 to 350 miles. So, if you 
took those dams and drew some circles 300 to 350 miles around here 
[gesturing], you would get a good big area, much larger than it is 
now. 

Mr. Scuwencet. You could make that an area of 700 miles if it is 
350 miles in any direction. 

Mr. Samos. I do not know. 

Mr. Scuwencet. I do not know either. 

Mr. Sammis. It depends on where you put your center. 

Mr. ScHweENGEL. But it could go out 350 miles farther from any 
one of the dams. After it has established that point, if it does do 
that, can it go on and expand further? 

Mr. Sammis. In the development of the art we might have in some 
few years 500,000-volt transmission, and when that comes it will 
expand it still further. It is almost like an accordion, depending on 
the development of the technology of the industry. 

Mr. ScuwenceL. How much money can be expended under this 
program if we pass this bill as it is presented to the committee ? 

Mr. Sammis. It depends on how far you will go. The investor- 
owned electric-utility companies have a plant in the neighborhood of 
$33 billion at the present time. It is increasing every year. 

Mr. Scuwencet. Is there any limit in this bill on what the total 
amount of money is they can spend if we pass it as it is now? 

Mr. Samois. There is no limit as I understand it. 

Mr. Scuwencet. As it is presented to us at this point the TVA 
people could take over the electric industry of the entire United 
States ? 

Mr. Samus. It is conceivable with the development of the art of 
transmission. Further, there is another point I do not think has been 
brought up, and that is as to whether this transmission can be con- 
strued to include displacement. In other words, here is a TVA dam. 
They can go by transmission the transmission distance. Then by 
displacement they might go on still further. 

In other words [indicating three different locations], the power over 
here is generated there and moved over here by displacement. Then 
there is no end to the limit if displacement could be conceived to come 
under the heading of transmission. That question has never been 
raised. 

Mr. Scuwencet. Is there any regulation on what the TVA could 
pay for a utility? 

Mr. Sammnis. For a what? 

Mr. ScHwENGEL. Is there any regulation in the terms of this bill, 
or the TVA Act itself, or any basic law that you know of, of the 
amount of money the TVA could pay for acquiring another utility? 
Under the terms of the-bill they can acquire utilities. Is there any 
limitation on the amount of money they could pay ? 
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Mr. Sammnis. Not under the. bill that is before you, There is no 
limitation. 

Mr. Scuwencer, Thank you. 

Mr. Davis, Mr. George. 

Mr. Grorce. Could we support our present form of government if 
all business paid taxes in equal amounts as now paid by TVA? 

Mr. Samus. No, sir. The TVA pays no Federal taxes, and if all 
industry were owned by the Government there would be no tax income 
and no taxes. 

Mr. Grorce. What form of government would be have if all business 
were operated under the basic philosophy of TVA? 

Mr. Sammis. That is where I come back to the dictionary term 
of socialism. 

Mr. Guorcs. Off the record. 

(Discussion off the record. ) 

Mr. Georcr. That is all, Mr. Chairman. 

Mr. Davis. Mr. McGregor. 

Mr. McGrecor. Mr. Chairman I appreciate the opportunity even 
though I recognize I am infringing on the will of the subcommittee 
as well as infringing on the time. I know it is 3 minutes after 12 
but if I might ask one question I would appreciate it. 

I listened with a great deal of interest to the Superintendent or 
Director of TVA and it is a little difficult for me to understand his 
position so I would like to ask you a question I asked him. 

In your opinion why does the TVA want this legislation? They 
have told us it has been successful as far as they have been con- 
cerned with the old program, but now they are asking for something 
new. In your opinion why do they want it? 

Mr. Samnis. They want to obtain money in my judgment to ex- 
pand their facilities. 

Mr. McGrecor. Would you consider then that they want to ob- 

tain money, thinking that Congress would not give them that money 
when they would request it? They want to obtain money by the 
issuance of bonds without the consent of Congress ? 
_ Mr. Sammas. Of course, by obtaining permission from Congress to 
issue revenue bonds they have, as I see the picture, a lot more latitude 
in which to work than they would if they were solely under the 
control of Congress and could not spend money for additional units 
in existing plants, or additional units in new plants without congres- 
sional approval. 

Mr. McGrecor. Then in summarizing your statement you would 
be of the opinion one of the major reasons why they want this 
particular legislation is so that they might be able to increase their 
facilities and in reality bypass Congress; is that correct ? 

Mr. Sammnis. The bill in my judgment would give them that 


right. 
Mr. McGrecor. That is all, Mr. Chairman. 
Mr. Sammis. That is, the proposed bill would give them, in my 


judgment, that right. 
r. McGrecor. That is all, Mr. Chairman. 
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Mr. Davis. Would it be fair, Mr. Sammis, to say that TVA is 
anxious—not using the word expansion—but TVA is anxious to meet 
the demands for power in the area they are now serving? 

Mr. MoGrecor. Will the gentleman yield for a question? Is it 
not possible for them to meet that demand, if it is in concurrence 
with the thought of Congress, under the existing law? 

Mr. Davis. They have been unable, as you know, to get adequate 
appropriations as they have in other years. In recent years they have 
been denied the appropriations. 

Mr. McGregor. Does not the Chair feel that the Congress, repre- 
senting all of the people, should still have that authority to determine 
what should be done and how the taxpayers money should be spent? 

Mr. Davis. I will agree with you on that, but now that they must 
meet the demand for power in that area, if they cannot get what has 
been historically true, which is direct appropriations to generate the 
power they need to serve the people who require it, why should they 
not be permitted to come along as they do now and say, from a business 
standpoint, let Congress authorize us to issue revenue bonds to be paid 
out of the bills that I and all of the rest of us pay down in the Tennessee 
Valley, to retire those bonds. 

I am not making a play on words and not thinking so much of 
expansion, but in order to meet the demand in their area that now 
exists. Is that all you have, Mr. McGregor? 

Mr. McGrecor. That is all, Mr. Chairman. 

Mr. Davis. Mr. Mack. 

Mr. Mack. TVA would not be bypassing Congress if we made pro- 
vision in this bill as to the amount obeneiier they could borrow in any 
1 year or any time, which would be limited to a certain amount, let 
us say, $200 million which would take care of them for 2 years expan- 
sion. Then at the end of these 2 years they would have to come back 
and make new application. In that event they would not be bypassing 
Congress and at the same time would be paying interest on the money 
they secured, rather than getting the money interest free. Is that not 
true? 

Mr. Samois. I am not sufficiently familiar with the terms, when 
vou talk about bypassing Congress, but I do not think that $200 million 
that you might give them authority to sell revenue bonds in the amount 
of would appear in the budget. 

Mr. Mack. Certainly not. We still have control and if they wanted 
any additional money they would have to come back to Congress. 

Mr. Sams. Over and above the $200 million they would have to 
come back. Yes, sir. 

Mr. Davis. Are there any other questions? Thank you very much. 
You want to get back to your responsibilities which are pressing. It 
has been a very fine session and I am sorry we took the full time of 2 
hours and more with you. Mr. Sutton will be the first witness to- 
morrow. Mr. Biemiller, you are here in Washington all the time so 
I am going to have to ask you to come back tomorrow if you do not 
mind but we promised Mr. Sutton we would finish him as soon as 
possible. 
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Mr. Sammis. Thank you for the opportunity of appearing before 
you and your associates, Mr. Chairman. 

Mr. Davis, Thank you very much. Mr. Sutton will be the first 
witness tomorrow and we meet promptly at 10 o’clock. 

(Whereupon, at 12: 10 p. m., the subcommittee recessed until 10 a. m. 
the following day, Tuesday, May 7, 1957.) 

(The following was furnished for insertion :) 


STATEMENT OF ANDREW J. BIEMILLER, DrREcTOR, DEPARTMENT OF LEGISLATION, 
AFL-CIO on THE Davis-JoNgEs BILLs, H. R. 8236 and H. R. 4266 


Mr. Chairman, my name is Andrew J. Biemiller. I am director of the depart- 
ment of legislation of the American Federation of Labor and Congress of Indus- 
trial Organizations, and I am appearing here today to present that organization’s 
views in support of H. R. 8286 and-H. R. 4266. 

The AFL-CIO is proud of the Tennessee Valley Authority and the contribution 
is has made to improve the standard of living and encourage the growth of in- 
dustry in the valley. In the 24 years since the Tennessee Valley Authority was 
established by act of Congress, the economic growth of people and industry in the 
TVA service area has been spectacular. 

Some figures recently released by the TVA substantiate this claim. In 1929, 
says the TVA, the personal income per capita in the region averaged $317 per 
annum. By 1955, the per capita income had increased to $1,165 per annum, an 
increase of 268 percent while the per capita income in the rest of the country in- 
creased only 163 percent over the same period. 

This factor has a significant effect on the economy of the Nation as a whole. 
It means that purchasing power in the valley has increased to the point where 
industries throughout the Nation reap important benefits from the sale of their 
goods to the valley population. TVA estimates that last year a quarter of a billion 
dollars worth of household electrical appliances were purchased by individuals in 
the TVA service area, which is the highest per capita consumption of such ap- 
pliances of any region in the Nation. This means that workers and manu- 
facturers in the rest of the Nation benefited directly through the creation of 
phe jobs and the increase in sales which otherwise would not have come 
about. 

The Nation also benefits from the demands of Tennessee Valley Authority itself 
for construction materials, coal and other items which must be brought in from 
other States. During the period 1934 to 1956, the Authority bought more than 
$1 billion worth of goods and services in the 41 States and the District of Colum- 
bia which are outside the seven-State area serviced by TVA. 

The Nation has benefited in other ways. TVA has taught the private power 
companies that greater profits can be had through a policy of cutting power 
rates and promoting consumption. The private power companies which operate 
in areas next to the Authority have adopted this plan and put it into action. 
The figures indicate that despite the fact that their rates are generally lower 
than the rates of private power companies elsewhere in the Nation, their profit 
statements are documents to be envied. 

Another example is the encouragement by TVA of the all-electric home. Au- 
thority experts estimate that of 250,000 homes throughout the country which are 
heated by electricity, 175,000 are in the Tennessee Valley. TVA has shown the 
way, and now private companies in other parts of the country are looking toward 
encouragement of the all-electric home and the adjustment of rates to make it 
a reality. 

Finally, Mr. Chairman, we have seen that the prosperity which TVA helped to 
bring about in the Tennessee Valley has resulted in a substantial increase in 
revenues to the Federal Government from valley citizens. During the years 
following 1933, the proportion of total individual income tax payments by valley 
residents to total collections throughout the Nation has doubled. 

It is interesting to note that TVA, throngh the process of bringing greater 
economic prosperity to the valley, has paid for itself many times over by helping 
to increase income-tax revenues from valley residents. In 1933, 3.4 percent of 
total Federal individual income tax collections came from these people. In 1952, 
the figure was 6.24 percent. Had the 1933 percentage remained constant, the 
Federal Government would have collected about $7 billion in taxes from these 
people. Actually, the collections amounted to $12.6 billion during this period. 
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Consequently, TVA contributed, at least in part, to a $5. billion. increase in 
Federal tax revenues over this period. 

‘The record of service of TVA is unassailable, It has proved to be an important 
factor in our national economy, and its power production was as essential to the 
production of the first atomic bomb as it is to the continuing operations of the 
Atomic Energy Commission today, The Federal Government now uses 57 per- 
cent of TVA’s power output. We can ill, afford to see the Tennessee Valley 
Authority weakened or destroyed in the years to come. 

It was proved to be an ornament of democracy, and is hailed throughout the 
world as one of the outstanding achievements of our American society. 

What of the future of TVA? Will it continue to be a source of national pride, 
or will it begin to decline in importance as an instrument of a free society? 

The answer to these questions will depend in large measure on whether or not 
TVA can expand rapidly enough to meet the needs of those whom it serves. 
Our economy is an expanding one. Our population is increasing rapidly, the 
demand for goods and services is constantly rising. In its own area, TVA must 
meet these demands. It must meet the demands of new industries and expand- 
ing industries, and of homeowners whose electric power consumption can. be 
expected to increase as their standards of living rise. 

If the TVA cannot meet these expanding needs, the result can be only the 
stifling of industry or the destruction of TVA itself. Either of these alterna- 
tives is unthinkable. 

The time has arrived when important decisions must be made about the future 
of TVA. The budget message of the President this year contains the following 
statement: 

“Based on the best information now available, it appears that additional 
generating capacity will be needed to meet TVA power requirements by the end 
of the calendar year 1960.” 

We are advised by authorities in this field that it takes a period of 3 years 
to construct and put into operation a new steam plant for the generation of 
electricity. This is 1957. Three years from now it will be 1960. It is apparent 
that if TVA is to meet its future power obligations it must start now to con- 
struct the necessary facilities. 

Mr. Chairman, it is beyond dispute that this administration has not assumed 
the burden of adequate planning for the future of TVA. It has shown a notice- 
able lack of initiative in requesting the Congress to supply the funds necessary 
for TVA expansion. What alternative, then, is open to us to make certain that 
the Tennessee Valley Authority will be adequately financed? 

We in the AFL-CIO believe that the best program is embodied in the bills 
introduced by Chairman Davis and Representative Jones, H. R. 3236 and H. R. 
4266. 

These bills recognize first, that TVA must be put on a self-financing basis 
if it is to continue its excellent record of service; second, that TVA is able to 
estimate its own future obligations as well or better than any other agency of 
Government; and third, that its record of handling its finances gives proof of 
its ability adequately and soundly to control its own financial affairs. 

The 1956 annual report of TVA indicates that it has established a record of 
keeping within its own estimates regarding the costs of construction of needed 
facilities. The report shows that actual costs on major TVA construction 
projects over the years have been about 2.6 percent less than estimated costs. 
For the 7 major steam plants constructed since 1949, TVA expects the actual 
costs to be less than estimated costs by nearly 6% percent. 

In these days of rising costs, this is no mean achievement. It shows that 
TVA is accurate and conservative in handling appropriated moneys. 

Another and perhaps more important index of TVA’s financial ability is its 
record of repayment of plant investment. On page 220 of the budget for fiscal 
1958 it is stated that payments to the Treasury by June 30, 1948, will be about 
23 percent greater than if equal installments were paid over a 40-year period. 

The figures show that under this formula TVA should repay $183.6 million 
by June 30, 1958. It has already repaid much more than that, but it will 
actually have repaid $226.5 million by that date. 

Considering TVA’s record of service and the low rates which it charges for 
electric power, this record of repayment clearly shows that TVA has been a 
sound investment for the Federal Government in the past, and would be a sound 
investment for private individuals and financial institutions in the future. 
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Mr. Chairman, when similar legislation was considered 2 years ago by a 
committee of the Senate, the administration proposed several restrictions on 
the suggested self-financing power of TVA. While we recognize that TVA, 
as an agency of the Federal Government, must and should be responsible to 
the President and the Congress, we do not believe that any restrictions over 
and above those contained in the Davis-Jones bill are either necessary or 
beneficial. We particularly reject the proposal which was put forth at that 
time under which TVA would be required to get prior approval for a bond issue 
from the Secretary of the Treasury. 

This proposal would permit the Secretary of the Treasury to make policy de- 
cisions regarding the expansion of TVA, a subject which is not within the pur- 
view of his Department. 

On the face of it, of course, the Secretary would be responsible only for 
passing on the financial merits of any given bond issue. But you cannot divorce 
this function from the policy considerations involved in the need for funds. 
We believe, in any event, that TVA has demonstrated sufficient acumen in 
handling financial matters to permit them to make their own financial judge- 
ments about the sale of bonds or other obligations. 

Finally, since TVA bonds would not be obligations of the United States, and 
since the payment of the principal or interest would not be guaranteed by the 
United States, there is no compelling reason for requiring prior approval of 
the issuance of obligations by the Secretary of the Treasury. 

However, we do believe that a provision for congressional disapproval of any 
bond issue within a 60-day period—a provision which now appears in 8S, 1869— 
should be included in this legislation. We feel that the Congress must retain 
some control over TVA operation. 

Mr. Chairman, the Tennessee Valley Authority is entering a new phase in its 
development. The power demands of individuals and of industry in the valley 
are continually increasing. The Federal Government itself is making new 
demands on the power facilities in the area. It is apparent that TVA can no 
longer rely on the Federal Government to propose and provide the funds 
necessary for its future development. To provide funds for expansion—and 
expansion essential to the economic well-being of the valley itself and in part 
to the Nation as a whole—TVA must be authorized to enter the private money 
market. 

We hope, Mr. Chairman, that this committee will report favorably the Davis- 
Jones bill, and that it will be enacted expeditiously by the Congress. 
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TUESDAY, MAY 7, 1957 


House or REPRESENTATIVES, 
CoMMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON FLoop ConTROL, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, in room 1302, 
New House Office Building, at 10: 15 a. m., Hon. Clifford Davis (chair- 
man of the subcommittee) presiding. 

Mr. Davis. The subcommittee will resume its session for the fur- 
ther consideration of H. R. 3236 and H. R. 4266, popularly known as 
the TVA self-financing bills. 

By prior announcement, we are going to hear first from Mr. Louis 
V. Sutton, president of the Carolina Power & Light Co., and also 
representing the United States Chamber of Commerce. 

é had expected to hear Mr. Biemiller first, but Mr. Biemiller very 
kindly agreed to stand aside temporarily until Mr. Sutton, who is 
from out of the city of Washington, had an opportunity to appear. 

on Chair does not expect to take as much time today as he aiid yes- 
terday. 

Mr. Sutton, will you come around? I assume that you have a for- 
mal statement and that you will comment on it, possibly, as you go 
along, and then we will be ready for any questions that any member 
of the committee may desire to ask you. 


STATEMENT OF LOUIS V. SUTTON, PRESIDENT, CAROLINA POWER 
& LIGHT CO., APPEARING ON BEHALF OF THE CHAMBER OF COM- 
MERCE OF THE UNITED STATES; ACCOMPANIED BY RICHARD W. 
SMITH, MANAGER, NATURAL RESOURCES DEPARTMENT, CHAM- 
BER OF COMMERCE OF THE UNITED STATES 


Mr. Surron. Mr. Chairman and gentlemen. My name is Louis V. 
Sutton. I live in Raleigh, N. C., and am president and chairman of 
the board of Carolina Power & Light Co. 

I have with me Mr. Richard W. Smith, manager of the natural re- 
sources department of the United States Chamber of Commerce. 

This company is an investor-owned utility, the stock of which is 
presently held by 34,400 owners. Our stockholders are located in 
every State in the Union, and their average holding is 165 shares. 

I am an engineer by profession and have spent most of my business 
life in the Southeastern States. I have had business and professional 
experience in dealing with the Tennessee Valley Authority from its 
inception and am familiar with its development and operations. 
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The company with which I am associated is a member of the Cham- 
ber of Commerce of the United States of America, a federation of 
3,300 business organizations with an underlying membership of more 
) than 2,500,000. 4 had the honor of serving on its natural resources 
|| committee from 1952 to 1955. 

i I am here today in behalf of the chamber of commerce to urge that 
: ou do not Sperone either H. R. 3236 or H. R. 4266, to amend the 
VA Act. The proposed amendments in these bills are unsound and 

ii against the public interest, and would not solve the basic problems of 
. the situation. 

The chamber readily admits that. TVA is in a dilemma and that 

some solution must be found. This solution, in our opinion, must be 
sound and reasonable. It must be fair to the Government, to the 
fi taxpayer-investor in TVA, and to the people of the TVA area. 
i The chamber has such a solution—a 10-point program for TVA— 
I which I will present to you after giving our reasons for opposing 
fi revenue bonds. In the meantime, however, there is a way by which 
TVA could, over the next few years, continue to meet the power needs 
of its preference customers. 

The TVA Act instructs TVA to sell surplus power to local public 
and private agencies with preference to the former, and to give pri- 
mary attention to the needs of domestic and rural customers. Much 
of this original act was a major departure from previous national 
policies. TVA has been in operation for nearly 25 years, and has 
gone far beyond the definition of “surplus power” in the act. The 
1956 annual report of TVA shows that less than one-fifth of TVA’s 
total energy supply was generated by hydro plants at multipurpose 
dams. In addition, it has ceased to give primary attention to domes- 
tic and rural customers. Its annual report for 1956 shows that less 
than 15 percent of the total retail sales of TVA power was to domestic 
and rural customers.. Obviously, both the preference and nonprefer- 
ence customers have come to depend on TV A for power. 

If, however, the large nonpreference power users were to furnish 
their own needs or buy power elsewhere, TV A’s present power sup- 
ply plus the generating capacity under construction would be suff 
cient to take care of the rural and domestic needs for many years in 
the future. 

Our opposition to the proposed legislation is based on four major 
factors : 

1. Loss of congressional control over TVA activities; 

2. Unsound fiscal procedure of Federal revenue bonds; 

3. Continued imposition on the Nation’s taxpayers; 

4. Increased competition with private industry. 
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LOSS OF CONGRESSIONAL CONTROL 






The major objection to the proposed legislation is that vital ele- 
ments of control by Congress would be lost. The bills are far more 
than simple measures to allow TVA to issue revenue bonds. Their 
most important consequence would be to remove the strict congres- 
sional regulation now possible in the interest of the Federal taxpayer. 

We. need, more, not less, control by the Congress of Government 
operations, especially of the business and industries being conducted 
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by Federal agencies and financed by the taxpayers. It is axiomatic 
that Government cannot, or will not, effectively police itself. A-stock- 
holder of a corporation can secure a court hearing on his complaints 
of mismanagement by the officers of his corporation, and the court 
will enforce its judgment rectifying the stockholders’ grievances. 

The Federal taxpayer, whose money is “invested” in Federal busi- 
ness undertakings, has no such protection. He cannot get a hearing 
in a court to —— any complaints that he may have above misman- 
agement on the part of those in charge of the Federal project. His 
only protection is a vigilant Congress holding a tight rein on the 
various agencies, and examining and weighing all their proposals 
with the utmost care and good judgment. 

In his 1955 audit report on TVA, the Comptroller General of the 
United States had this to say about congressional control over TVA: 

Because the present law, in our opinion does not result in effective control 
by the Congress over important expenditures of public funds by TVA, and be- 
cause of changed conditions resulting in the present-day predominance in the 
TVA system of steam electric facilities over hydroelectric facilities, we recom- 
mend that legislation be enacted requiring TVA to obtain specific and prior 
authorization from the Congress to construct or acquire new steam-electric 
generating units. 

Mr. Jones. I hate to interrupt, but I would like to ask you a ques- 
tion right there. 

Who was the Comptroller General at the time this contention was 
made? Mr. Campbell? 

Mr. Surron. No, I do not think so. Mr, Campbell is the present 
one. It was his predecessor, I believe. I did know, but I cannot 
tell you at the moment. 

Mr. Jones. I do not know either. That is the reason why I asked. 

Go ahead. 

Mr. Surron. The bills run directly contrary to the above recom- 
mendation, 

Other provisions of the two bills would result in further loss of 
congressional control over TVA, and would lead to steps that would 
be adverse to the welfare of this country. 


UNSOUNDNESS OF REVENUE BONDS 


Another important objection to the proposed legislation is that 
the issuance of revenue bonds by any agency of the Federal Govern- 
ment constitutes unsound fiscal procedure. The questions raised by 
such an extraordinary financing plan are entirely separate from the 
issue of whether TVA should expand its power facilities. 

The Comptroller General of the United States examined the revenue 
bond plan at the time it was originally proposed in bills before the 
84th Congress. In a letter dated July 26, 1955, to Senator Chavez, 
chairman of the Senate Committee on Public Works, he made ‘the 
following pertinent statement : 


We do not think that agencies of the Government, other than the Treasury 
Department, should be authorized to:borrow from the public for purposes of the 
character involved in this legislation, nor do we believe that the fiscal and 
debt management responsibilities of the Department should be weakened by 
authorizing other Government agencies to enter a field which is a normal func- 
tion of the Treasury Department. 
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One of the arguments that has been offered in favor of revenue 
bonds is that they would relieve the general taxpayer of the financial 
burden of annual appropriations and would shift the burden to others. 

The Comptroller General commented on the claim that revenue 
bonds would not have the same effect on the budget as direct appro- 
priations and therefore are a desirable method of financing at a time 
when budget deficits are mounting or economy should be practiced. 
His letter to Senator Chavez states: 

To our mind this reasoning alone does not justify the financing of a Govern- 
ment activity by the sale of bonds to the public. In effect, such action would 
accomplish indirectly what Congress and the executive branch might be relue- 
tant to do directly. 

Further, the Comptroller General points out. the effect of such fi- 
nancing on the debt ceiling in these words : 

Under the proposed legislation, the borrowing authority of TVA would be 
outside of the public debt ceiling and, as a result, the true financial facts of 
the Government’s debt position would be obscured. 

Another argument that has been offered in favor of revenue bonds 
is that they would provide funds without adding to the national debt 
and without being an obligation on the Government. Speaking of 
revenue bonds that might be issued by TVA, the Comptroller General 
observed : 

We think that, so far as the investing public is concerned, they would be 
regarded as obligations of the United States Government, and, as a practical 
matter, they would be moral and equitable obligations of the United States, 
Since they would be issued by a wholly owned and controlled corporate instru- 
mentality of the United States Government. 

The bills woul! not only give TVA the authority to sell revenue 
bonds to the general public, but on page 5, line 24, and page 6, lines 
1 to 20, authority is given for TVA to sell the bonds to the Secretary 
of the Treasury. In addition, the Secretary of the Treasury may also 
purchase the bonds on the open market. It is proposed that the 
amount of bonds thus purchased by the Treasury would not be con- 
sidered a part of the public debt. 

Through this provision, TVA could, if it had difficulty selling the 
proposed revenue bonds on the open market, sell them to the Treas- 
ury. Thus the taxpayer would continue to finance TVA’s power ex- 

ansion, but without reference to Congress. The Bureau of thie 

udget, in its letter of May 17, 1955, to General Vogel, Chairman of 
the TVA Board of Directors, commented on an identical section in the 
draft of a bill submitted by TVA, as follows: 

This section is in conflict with the underlying objective of eliminating expend- 
— by the Treasury to finance further expansion of power generating facili- 

es. 

It is not likely, however, that TVA would have any difficulty sell- 
ing the proposed revenue bonds because the bills, on page 7, lines 
4 to 8, state that: 

Bonds issued by the Corporation hereunder shall be exempt both as to prifci- 
pal and interest from all taxation now or hereafter imposed by any State or 
local taxing authority except estate, inheritance, and gift taxes. 

This is contrary to all existing Federal borrowing practices and 
would put TV A’s bonds in the same tax-exempt class as bonds of State 
and local governments. It is unsound fiscal practice for any Federal 
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agency and would constitute a further national subsidy to the users of 
TVA power. 

If TVA were to be authorized to issue its own revenue bonds, as 
proposed in the bills, it is entirely possible that other agencies and 
offices of the Federal Government would seek similar authority. “Such 
actions would remove Federal programs further and further from 
congressional and budgetary control. Shortly, under these relaxa- 
tions of regulation, Federal agencies would become completely inde- 
pendent entities except for the credit backing of the Government. 

Even more dangerous than this freeing of Federal agencies for 
independent financing, however, would be the emergence of a dual 
budget for the Government. The dual budget plan, which was advo- 
cated during the depression years, comes up from time to time, par- 
ticularly when the country is confronted with a budget higher than 
it can finance. It is often spoken of as a “reform” and as a. method 
of putting Government finances “on a business basis,” What is pro- 
posed is that expenditures for “reimbursable” Federal public works 
shall not be included in the regular budget and shall not be subject to 
the Federal debt limitation. 

Even the New York Times, which has been a strong supporter of 
par in an editorial of April 4, 1957, after describing these proposals, 
stated : 


Advocates of (these) particular reforms are striking at the very foundation 
of sound Federal finances. They are proposing “reforms” that are reforms in 
name only. When they urge that the Government adopt “business methods,” 
they do not point out the numerous limitations to which a business is subjected 
when it goes into the market with a long-term security issue—limitations to 
which the Government is not subject and which, even if they could be imposed, 
would be intolerable. 


The editorial continues: 


Since the balance of political pressure on the Executive and Congress is, by 
nature, almost invariably on the side of spending; an alert public opinion and an 
informed criticism of Government fiscal policy is not only a highly desirable 
element in any democratic society ; it is, in the last analysis, the most important 
single instrument we have for preventing the ever-present political pressures on 
Government from producing a deterioration of fiscal policy, the most frequent 
cause of deterioration in monetary values. 

Such a dual budget plan is rt what is proposed in these bills. 
On page 4, lines 1 to 14, and page 6, lines 14 to 20, the proceeds of the 
proposed revenue bonds and of power operations would be removed 
from apportionment and inclusion in the annual Federal budget and 
from inclusion under the statutory limits on the Federal debt. 

The Bureau of the Budget, in its letter of May 17, 1955, to TVA, 
quoted above, has the following to say in regard to this provision of 
the bills: 


We believe that TVA should be subject to the same provisions of law as are 
other Government corporations in regard to these matters... The Government’s 
budget totals should continue to include the total programs of the Government 
agencies. ; 

One more objectionable aspect of the proposed TVA revenue bonds 
should be pointed out. For a longtime to come they would be amor- 
tized not by revenues from the facilities constructed with the proceeds 
of the bonds but by revenues from the facilities previously constructed 
with appropriated funds and with the reinvested revenues of such 
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appropriated funds. Thus the taxpayers all over the country, instead 
of receiving back principal and interest on their forced investment in 
TVA, would for some time be paying most of the principal and inter- 
est on the revenue bonds. 

Tosum up our views on the fiscal and budgetary implications of the 
proposed revenue bond plan for TVA, the national chamber con- 
siders this plan a serious deviation from principles of good fiscal 
management. 


CONTINUED IMPOSITION ON TAXPAYERS 


The revenue bond proposal is a new. device for perpetuating and 
enlarging the TVA electric power system. Merely changing the 
method of financing this Federal utility does not resolve the basic 
issue—that Government should not use taxpayers’ money to provide 
electric service for any section or area of the country. The pending 
bills do not remove the obligation of the Federal Government in the 
TVA area, but instead they propose to continue both Federal appro- 
priations and the use of Federal credit to support additional borrow- 
ing from taxpayers. 

President isenhower stated the basic issue in the following words: 

If the Federal Government assumes responsibility in perpetuity for providing 
the TVA with all the power it can accept, generated by any means whatsoever, 
it has a similar responsibility with respect to every other area and region and 
corner of the United States. 

As of June 30, 1956, the total taxpayer investment in TVA power 
facilities amounted to more than a billion and a half dollars, aecord- 
ing to the 1956 Annual Report of TVA. The investment is increasing 
rapidly, through continued annual appropriations and reinvestment 
of power earnings. There seems to be no end, unless all investment 
is stopped. Not only should further Federal investment in TVA 
power halted, but the existing investment should be repaid as 
rapidly as possibly to the taxpayers of the country. H. R. 3236 and 
H. R. 4266 would cancel TVA’s obligation to continue repayments 
of the appropriation investment. 

As soon as the people of the TVA area become self-supporting in 
their power supply, they will no longer need financial assistance from 
one taxpayers for a service which they could provide for them- 
selves. 

INCREASED COMPETITION WITH INDUSTRY 


The fourth important objection to the proposed legislation is that, 
under our free enterprise system, government should not compete 
with its citizens. This important concept is further violated if TVA 
is allowed to continue to expand. Federal competition has driven 
out practically all investor-owned electric utility business in the TVA 
service area. The bills would extend and enlarge this competition. 

TVA should be relieved of its function of producing and trans- 
mitting subsidized electric power in competition with private enter- 
prise. —TVA should conduct only its authorized nonpower functions. 
Eventually, the TVA power facilities should be transferred to local 
ownership and operation. ‘This’transfer should include transmission 
lines, steam plants, and hydroelectric plants at TVA dams, but not 
the dams or other related river-control facilities. 
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Such a transfer from Federal ownership would inevitably lead to 
increased rates to power users in the TVA area, The new owners 
would soon realize that their revenues were insufficient to cover their 
production costs, such as interest and taxes, which TVA has long 
ignored. The higher rates that the power customers would pay would 
necessarily include those elements of power cost which are now being 
paid by Federal taxpayers all over the United States, 

Thus, the first step toward ultimate local ownership and operation 
of electric power facilities in the TVA area is to require TVA, with 
the advice and consent of the Federal Power Commission, to adopt 
power rates which would cover all costs of production and transmis- 
sion, repayment of and a fair rate of interest on the remaining tax- 
payers, investment in power facilities, and the full equivalent of local, 
State and Federal taxes. 

Even if the above elements of cost were included, consumers of TVA 

ower would still be served at rates lower than those required by 
investor-owned enterprise. This is true because Government interest 
rates are lower, unpaid interest has been reinvested in TVA power 
facilities, unrealistic allocations of costs of multipurpose projects to 
navigation and flood control have reduced the apparent cost of power, 
and TVA’s costs have never included interest during construction, 
or workmen’s compensation. 


REPAYMENT OF INVESTMENT 


Both of the bills would repeal the last three paragraphs under the 
subtitle “Independent Agencies and Corporations” in title II of the 
Government Corporations Appropriation Act of 1948. This is the 
provision which now requires TVA to make periodic repayments of 
the so-called appropriation investment to the Treasury of the United 
States. In fiscal year 1956, TVA reports that it made payments to 
the Treasury of $59 million. Of this amount, $14 million represented 
the final repayment on certain bonds of TVA held by the Treasury. 

So you see that the repeal of this repayment requirement would 
relieve TVA of a very substantial financial obligation. It would also 
mean that the taxpayers would probably never recover the remainder 
of the appropriation investment still in the property. The proposed 
bills make no mention of any obligation to continue the payments. 
They provide, down at the bottom of the list, that rates may be 
charged—using the word “may”—for power to cover 
such additional margin as the Board may consider desirable for investment in 
power system assets, retirement of outstanding bonds in advance of maturity, 
reduction of appropriation investment. 

It seems evident that any funds available would be used first for 
reinvestment in power assets, and then for reduction of the bonded 
indebtedness. 

It appears that two priorities would be set up for the application 
of TVA funds, Under the first priority, TVA would have firm obli- 
gations to make your types of payments: 

1. Operation, maintenance and administration of the power system. 
2. Payments to States and counties in lieu of taxes; 
3. Debt service on outstanding bonds; 
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4. Interest on the appropriation investment at the computed aver- 
age interest rate payable by the Treasury upon its total marketable 
public obligations. 

: Under the second priority, TVA would be permitted to make three 
payments if considered desirable by the TVA Board. 

5. Investment in power system assets; 

6. Retirement of outstanding bonds in advance of maturity ; 

7. Reduction of appropriation investment. 

You will note that nothing has been included in the list for depre- 
ciation accruals, although they should be an essential part of any 
ratemaking formula. 

PAYMENT OF INTEREST 


I have mentioned previously that the repayment of the appropria- 
tion investment, now a prime obligation of TVA, would be moved to 
the very bottom of the permissive list, with little chance that any 
future repayments will ever be made. 

A provision of the bills calls for the payment of interest on the 
so-called appropriation investment in power facilities, _Payment of 
interest would certainly be desirable, but the rate proposed to be 
used is unrealistic and utterly inadequate. Instead of making the 
rate identical with the computed average rate payable by the Treasury 
on its total marketable public obligations, the rate should be at least 
equal to the current rate on leng-term Federal bonds. Even this rate 
may not be high enough to meet the recommendation of the Comp- 
troller General of the United States, contained in his 1955 audit 
report on the TVA, which reads as follows: 

* * * We are continuing our recommendation that the Authority be directed 
to pay interest on the investment of the United States Government funds allo- 
eated to power, including construction in progress and investigation for future 
projects, at a rate adequate to reimburse the United States Treasury for the 
cost of providing funds. 

Furthermore, the bills do not provide for payment of any interest 
on the accumulated net earnings, which, instead of being returned to 
the Treasury, have been invested in new TVA power facilities. The 
investment involved as of June 30, 1956, is more than $355 million. 


REINVESTMENT OF POWER REVENUES 


The bills would repeal a provision of the Government Corporations 
Act of 1948 which requires the consent of Congress for TVA to 
build new powerplants by using retained earnings, The fact is, how- 
ever, that TVA is doing just this now, without complete congres- 
sional approval. TVA has applied its earnings toward new units at 
existing a claiming by interpretation that this procedure was 
not denied by the 1948 act. 

The Chairman of the TVA Board of Directors has stated that he 
questions the meaning of the wording of the provision of the 1948 
act relating to the use of TVA’s power revenues for the construc- 
tion of power-producing pre The Chairman’s uncertainty was 
pointed out in the Comptroller General’s 1955 audit report, which 
proposes that this situation be clarified by Congress. The audit re- 
port states: 
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We recommend that legislation be enacted requiring T'VA to obtain specific 
and prior authorization from the Congress to construct or acquire new steam- 
electric generating units. 


NO LIMITATIONS ON BONDS 


The bills would permit the corporation to issue bonds without the 
consent of the Congress as to the extent, rate, or terms of the bond 
agreements, and to pledge the revenues of the Authority to service 
them. 

I call your attention to the language of the bills, page 3, lines 22-24, 
as follows: 

Bonds issued by the corporation hereunder shall not be obligations of, nor 
shall payment of the principal thereof or interest thereon be guaranteed by, 
the United States. 

This provision sounds good, but the extent of the protection it 
would afford the taxpayers can best be judged by what Senator Kerr 
said on this subject, and I quote: 

I want to say, as far as I am concerned, I regard any bond issued by this 
Authority (TVA) of the same dignity and obligation as that of a Government 
bond * * *. My position would be at any time these bonds get into default, 
that I would sponsor legislation to hold the holders of these bonds secure. 

No limit is placed on the amount of bonds to be issued, and little 
restraint on the purposes for which the proceeds may be used. The 
list of what the corporation, without the consent or approval of the 
Congress, can use the money for is all-inclusive. The proposed bill 
says on page 2, lines 4-12: 

The corporation may use the proceeds of such bonds for the construction, 
acquisition, enlargement, improvement, or replacement of any plant or other 
facility used or to be used for the generation or transmission of electric 
power * * *, as may be required in connection with the lease, lease-purchase, 
or any contract for the power output of any such plant or other facility; and 
for incidental purposes. 

Under these broad provisions, TVA could do nearly anything. 
For example, it would not have to get the consent of Congress to 
move in on its utility neighbors anywhere and take them over. TVA 
has done this in the past. If either of the two bills under consider- 
ation should become law, TVA could expand in any direction, in- 
creasing its size and influence. 


LEASE-PURCHASE PLAN 


The proposed legislation contemplates that additional power ca- 
pacity for TVA might be obtained under lease or lease-purchase 
agreements with A’s customers or distributing agencies. By 
amending the TVA Act to insert a new section 15 (d), a lease-purchase 
~— would be set up under which non-Federal bodies would be al- 
owed to build their own powerplants and sell power to TVA for 
resale to TVA’s customers. Under such arrangements, TVA would 
appear to be an unnecessary middleman, and the local agencies’ would 
be under a two-way obligation with respect to TVA. 

Revenue or general obligation bonds issued by local ies would 
not only disguise the debt incurred for additional TVA power, but 
would also enable TVA to circumvent the intent of the Congress. 

91411—57——17 
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Authorization to make lease-purchase arrangements would be an un- 
wise grant of power to TVA. 

If the local public agencies that purchase power from TVA were 
freed from the restrictive Fret ow clause of their contracts 
with TVA, they would not have to depend on TVA but could pur- 
chase power elsewhere or develop their own power for their own 
use. i wer thus developed and not needed locally, if sold to 
TVA, should be sold under contracts by which TVA would not gain 
any equity in the local investment. Such surplus above local needs 
aueld be sold at full-cost rates approved by the Federal Power 
Commission. We recommend amendment of section 10 of the TVA 
Act to remove this sole supplier provision. 


MAKING POWER A LOCAL RESPONSIBILITY 


In my opening remarks I said that the national chamber proposes 
a 10-point ee for TVA in lieu of the revenue bond plan. Our 
program if enacted into law would correct most of the injustices 
which now exist and would accomplish much that should be done in 
the interest of the taxpayers: of the country. The essence of this 
prea is that eventually the electric power facilities of TVA would 
sold to local private or public ownership, thus discontinuing the 
obligation of Federal taxpayers for power supply in the TVA region. 

The national chamber’s 10-point program for TVA is as follows: 

1. Establish the policy that no further funds from either Federal 
aaa or revenue bonds be used for construction or operation 
of TV A’s power facilities. 

2. Require TVA to develop a new power-rate structure, in collab- 
oration with the Federal Power Commission, which will reflect all 
costs, including interest, taxes, and amortization on a sound ac- 
counting basis. 

3. Free TV A’s distributing agencies from the sole supplier clause 
of their contracts with TVA so that they may— 

(a) purchase power elsewhere ; 
(0) build and operate powerplants of their own, but not under 
lease or lease-purchase arrangements with TVA; or 
(c) sell power to TVA at full-cost rates approved by the Fed- 
eral Power Commission. 

(4) Require TVA to continue repaying to the Treasury within 40 
years, or less, the funds invested in power, and to pay interest on the 
remaining Treasury investment at current rates of interest on long- 
term Treasury bonds. 

5. Require TVA to pay to local and State governments the full 
equivalent of local and State taxes on like private enterprise. 

6. Require TVA to pay into the Treasury, in addition to the prin- 
cipal and interest on invested funds, a suitable percentage of gross: 
revenue in lieu of, and in line with, Federal income taxes. 

7. Require TVA to pay to the Treasury the depreciation accruals 
and surplus revenues, after other obligations have been met. 

8. Until all Federal funds have been paid back, with full interest, 
require that Congress retain full control of TVA policies; require that 
the present system of annual audits by the General Accounting Office 
be. continued; and require that TVA comply with the Government 
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Corporation Control Act regarding the deposit of its funds in the 
United States Treasury. 

9. Limit TVA to its present service area. 

10. Permit local private or public L gone agencies to purchase all or 
any part of TVA’s power plants and transmission facilities, without 
preference as to whether the agency is public or private. 

Until completely relieved of its power functions, TVA should stay 
within its present service area and be limited to its existing facilities, 
and should give its primary attention to the statutory authority to 
serve domesic and rural needs. Additional power supply in the area 
should be provided by the industries and municipalities themselves, 
either through their own construction or by purchase of power from 
outside sources. 

CONCLUSION 


The proposal for authorizing TVA to issue revenue bonds intro- 
duces a new concept of financing a Government activity which is 
already taking ee of dollars from the taxpayers and is com- 
peting with private esis 

The ostensible purpose of the proposed legislation is to permit TVA 
to continue to expand its electric generating facilities to supply the 
growing demand for power in the region. 

The results, however, would be to unleash an unbridled expansion 
of generating capacity, service territory, and subsequent influence on 
the local economy. The basic TVA Act would be amended to lessen, 
rather than strengthen, congressional control over an agency of the 
Federal Government. The area now served by TVA power would 
enjoy even greater subsidies than at present. The Tennessee Valley 
Authority would not be under compulsion to maintain efficiency and 
economy, or to account to Congress and the taxpayers. 

The end result would be to cloak the TVA with much more new 
authority than its founders visualized, even while many people 
throughout the United States feel that TVA has served its original 
purpose and should be restrained. 

When the consequences of this revenue bond proposal are weighed, 
the conclusion must be that it is a dangerous adventure, the cost of 
which cannot be reckoned. 

We recommend, therefore, that this committee not approve H. R. 
3236 and H. R. 4266. 

We recommend that new legislation be drafted to carry out the 
10-point program for TVA outlined in this statement by the Cham- 
ber of Commerce of the United States. 

Mr. Jones, Mr. Smith has just given me a statement to say that 
the Comptroller General’s 1955 annual report was signed by Mr. 
Campbell on September 10, 1956. 

Mr. Jones. Mr. Sutton, is that the same Mr. Campbell who used to 
be with the Atomic Energy Commission, which consummated the 
Dixon-Yates transaction for the Atomic Energy Commission ? 

Mr. Surron. This is Mr. Joseph Campbell. ether it is the same 
person or not, I do not know. 

Mr. Jonrs. I see. Thank you. 

Mr. Davis. Well, we have heard this philosophy that was repeated 
by Mr. Sutton, expressed before. 
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I have just two questions. 

You referred to a statement made by the President on page 8 of 
your formal statement. Do you recall a statement that the President 
made when he was a candidate for this high office, in the city of 
Memphis, some 5 years ago? 

Mr. Surron. I am familiar with a number of statements he made. 
I am not familiar with that particular one, or I do not know that 
he made it in Memphis. 

Mr. Davis. Of course, I should advise you that his friends, who 
were anxious to see him elected President at that time, thought 
that he did not come out quite strong enough for TVA, so on the 
airplane between Memphis and Knoxville—a matter of a few hours’ 
travel—he strengthened that statement, and at Knoxville he said: 

If elected to the Presidency of the United States, I shall maintain TVA at 
maximum efficiency. 

Mr. Surron. “Maximum efficiency” does not mean maximum ex- 
pansion, though, Mr. Davis. 

Mr. Davis. He simply meant or implied that TV.A would be able 
to serve the demands of the customers in that area as the Govern- 
ment had really promised in the establishment of the TVA at the 
beginning, Mr. Sutton. 

Mr. Surron. Mr. Davis, in my statement I say that TVA has 
gone far beyond what was outlined in the original TVA Act. 

Mr. Davis. And, of course, you would like to see TVA strangled 
and put to death—and put to death as quickly as possible. That is 
the way you feel in your heart, do you not ! 

Mr. Surron. No, I have never said that at any time, and I do not 
in this statement. I said, or I mentioned the different things they 
were doing which are not contained in the act. 

The statement was made yesterday that the power companies want 
to take over TVA. I wish to assure you on behalf of the Carolina 
Power & Light Co. that we have no desire to operate in the State of 
Tennessee or take over any of it; and, further, I have never heard 
any power company executive express any desire to acquire any of 
the TVA facilities. 

Mr. Davis. You were here yesterday and heard me ask a question 
of Mr. Sammis as to whether he knew about this corporation that 
proposed a rather substantial plant in our part of the country— 
which is not as wealthy as other sections of the country, but which 
is blossoming like a rose because we do have an abundance of TVA 
power—and that plant was expected to be established at Union City, 
Tenn., in the western part of the State, and within the original area 
served by TVA. 

They decided not to come in there because of the pressure of some 
private power people and others who said, “We will not be for you 
any more if you go in there.” 

Then I referred to a plant that wanted to go into Collierville, 
Tenn., in the area served by TVA, and they said, “We will be glad 
to establish this plant at Collierville if we can buy”—and the im- 

lication is clear—“at even a higher rate, private power from the 

ississippi Power & Light Co.” 

= are not familiar with those two instances I mentioned, are 
you? 
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Mr. Surron. I had never heard of them until you mentioned it 
yesterday, but I can think that is a reasonable statement. Sn: 

Mr. Davis. Let me ask you this: How many power companies dis- 
tribute electricity in the State of North Carolina besides your own? 

Mr. Surron. Two other major companies, and maybe 1 or 2 little 
companies—the Duke Power Co., Virginia Electric & Power Co., 
and Carolina Power & Light Co. serve most of the State. There is 
a small one that is a subsidiary of the Aluminum Co, called the 
Nantahala Power Co., but we do not consider that one of the main 
electric companies. 

Mr. Davis. All right, Mr. Jones. We pass to this side. 

Mr. Jones. Mr. Sutton, the statement you made to the committee 
today represents the views entertained by the national chamber of 
commerce, does it not ¢ 

Mr. Surron. That is correct. 

Mr. Jones. Is there any statement that you have made here that 
you do not agree with ? 

Mr. Sutton. I have made no statement before you that I do not 
agree with. The chamber officials that have prepared this have been 
very fair on that point, and have repeated to me that if there is any 
statement in there that I could not fully subseribe to, they would 
cut it out. 

Mr. Jones. And, of course, the chamber went through the normal 
procedure of referendum to determine their views with respect to the 
utterances you have made here today ? 

Mr. Surron. Mr. Jones, they have, and Mr. Smith is here who 
can tell you in detail just how that has all been approved by the mem- 
bership of the United States Chamber of Commerce. 

Mr. Jones. 1 think most of us understand how those referendums 
are carried on with the members of the chamber down through the 
State chambers and then on to the various local chambers of com- 
merce, to ascertain the respective views of the members. Therefore, 
the statement that you have made here today is a representative view 
of the chamber of commerce throughout the country ? 

Mr. Sutrron. That is correct. 

Mr. Jonegs. I believe that the national chamber of commerce gave 
its unqualified endorsement to the Hoover Commission recommenda- 
tions on water resources and power, did it not ? 

Mr. Surron. No. Not unqualified. 

Mr. Jones. Was there any reservation made to recommendation 
No. 9 of the Hoover Commission recommendations on water resources 
and power ? 

Mr. Sutton. I do not know. 

Mr. Jonzs. I will read you that section to recall it to you. Reeom- 
mendation No. 9 says: 

That the Congress empower and direct the Federal Power Commission to fix 
the rates on Government power sales at such levels as will— 

(a) eliminate the inequities now imposed upon the great majority of the 
ne; 
mmo) ‘amortize and pay interest on the Federal investment in power, plus an 
amount which will equal Federal tax exemption based upon the Federal taxes 
paid by the private utilities ; and 


(c) provide payments in lieu of full taxes to the State and local govern- 
ment equivalent to those the private utilities would pay. 
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Mr. Sutton. My understanding is that that was all approved. 
Mr. Jones. Yes. And that is reflected in your statement of rec- 
ommendations as contained in the 10 recommendations you have sub- 
mitted to the committee this morning ? 

Mr. Sutton. I think so. 

Mr. Jones. Now, Mr. Sutton, do you recall the position of the na- 
tional chamber of commerce that they took with respect to the pas- 
sage of the original TVA Act? 

{r. Surron. I do not recall it, but I understand that they opposed 
it. 

Mr. Jonegs. Yes, sir. They opposed the enactment of the TVA. 

Mr. Sutton. I understand that, but I do not recall it. 

Mr. Jones. Did you oppose the enactment of the passage of the 
TVA Act as an official of the Carolina Power & Light Co. 

Mr. Sutton. I certainly took no part, although I would want you 
to know that I was opposed to it. 

Mr. Jonxs. Were you opposed to the REA Act, which was passed 
subsequent to that ? 

Mr. Surron. I did not take any part in opposing it. I am not 
familiar with what went on at that time. The TVA Act, though, as 
it was passed, had lots of merit in it, and I think it was not a bad 
act, but at the present time they have gone far beyond the intent of 
the TVA Act to bring electric service to the rural customer who could 
not be taken care of by the private power company. 

Mr. Jones. Do you mean the REA Act? You said the TVA Act. 

Mr. Surron. I beg your pardon. The REA Act. 

Mr. Jones. So that is the REA Act. 

Now, what about the passage of the Southeast Power Act? Were 
you opposed to it? 

Mr, Sutton. I opposed before committees of Congress many things 
in connection with that—the building of transmission lines in our 
area. When the act itself was passed for the Southeast Power, I do 
not know that I took any part in that, but if it had come before me 
and it was in my line of work I would have certainly opposed it. 

Mr. Jones. Let me ask you this question: Were you president of 
the Carolina Power & Light Co. at the time these various acts I have 
questioned you about were passed ¢ 

Mr. Surron. I became president of the Carolina Power & Light 
Co. in about March of 1933. 

Mr. Jones. So you have been the head of the Carolina Power & 
Light Co. through the entire period of these various acts that I have 
questioned you about ? 

Mr, Sutton. Yes. 

Mr. Jones. Did your company participate in any concerted action 
with the other private utilities to oppose these various bills that I 
have asked you about ? 

Mr. Surron. I do not recall that I was active until the Holding 
Company Act, or the Public Utility Act of 1935, was under consid- 
eration. 

Mr. Jonzs. I am glad you brought that up. You opposed the 
Holding Company Act? 

Mr. Surron. I did. 
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Mr. Jones. Yes, and your company did. Is this the first time you 
have been a witness in opposition to TVA or any legislation pertain- 
ing to the Tennessee Valley Authority ? 

r. Surron. I have been a witness a number of times. 

Mr. Jones. Yes, sir. Will you recite the various times that you 
have been a witness against the Tennessee Valley Authority in the 
various committees, both in the House and the Senate? 

Mr. Surron. I do not think I can, but I can tell you a number of 
them. 

I represented the United States Chamber of Commerce at their 
request before Senator Kerr’s committee in the summer of 1955, when 
a bill similar to this one was before his committee. 

I remember a telegram from Senator Bridges in which he requested 
all of the utilities in the circumference of TVA to appear before the 
Senate committee and tell whether they were in a position to and 
willing to furnish power. 

I appeared before a House committee in connection with appro- 
priations for TVA about the same time. I am not sure why I 
appeared. 

Mr. Jongs. In 1955, did you not testify before the House Appro- 
priations Committee that you appeared in opposition to an appropri- 
ation item that would give TVA additional generating capacity, and 
the grounds on which you opposed the appropriation were that the 
Carolina Power & Light Co. was ready, willing, and able to sell power 
to the TVA for the purposes of furnishing them with the additional 
energy required for their system ? 

Mr. Surron. My recollection is, that testimony you referred to was 
given before the Senate committee which I was requested by Senator 
Bridges to appear before. 

Mr. Jongs. Yes, Mr. Sutton, but did you not give that same testi- 
mony before a House Appropriations Committee ? 

Mr. Surron. I appeared before the House Appropriations Com- 
mittee, but it was not on that subject. I do not recall that they asked 
me. 

“One of your distinguished Members from California, who is no 
longer in the. Congress—— 

Mr. Jones. Mr. Phillips. : 

Mr. Surron. He was acide. of that subcommittee. 

Mr. Jongs. Yes, sir. 

Mr. Sutron. But I think they asked me a number of questions 
about TVA. 

Mr. Jones. And you were here at the invitation of the committee, 
and of Senator Bridges in the Senate committee? 

Mr. Surron. I received a telegram from him asking me to appear. 

Mr. Jones. To the inquiry made to you, Mr. Sutton, you answered 
that you did not want to invade the territory of the Tennessee Valley 
Authority, yet you opposed the Tennessee Valley Authority getting 
appropriations to build new generating facilities, Yet you insist that 
you sell power to the Tennessee Valley Authority. What is the dif- 
ference between the two? 

Mr. Surron. It is just the same difference as if the Tennessee Valley 
Authority had some power to sell and wanted to sell it to me at whole- 
sale at the State line. 
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Mr. Jonzs. Yes, sir. 

Mr. Surron. Our company has sold TVA power in the past. 

Mr. Jones. You have had interchange arrangements for a number 
of years, as I understand it. 

Mr. Surron. Our company had the contract to serve the city of 
Knoxville. We delivered the power to them at the State line. We 
have a hydroelectric plant in western Carolina and one of my first 
dealings with the Tennessee Valley Authority was when Mr. Lilien- 
thal was there, and we were forced to cancel that contract under which 
we had been selling power, and let the Tennessee Valley Authority 
take over the furnishing of power at Knoxville, and the territory 
served by that utility company. 

Mr. Jonus. The record of the chamber of commerce generally is in 
opposition to all generation, distribution and sale of saten energy 
by the Tennessee Fale Authority, is it not? 

Mr. Sutron. I would say, Mr. Jones, that the chamber of commerce 
represents the view of the American businessman, and I think that 
the American businessman is opposed to the Government going into 
business in competition with its citizens. 

Mr. Jones. Mr. Sutton, I have here a copy of We, the Peoule, of 
North Carolina, dated March 1957. It carried an ad by the Carolina 
Power & Light Co., and here is the ad. You probably recall it. It 
says, “Why should you pay for electric service in Tennessee?” 

I’m going to read the first paragraph: 

In almost all of Tennessee and in the other areas of the United States served 
by the United States Federal Government power system a strange twist in 
Federal laws puts several million families and businesses into a special class. 
You help to pay their electric bill. 
ae your company, if you recall, mean by “a strange twist” of 

e law 

Mr. Surron. Well, I would say that TVA is doing some things that 
were not outlined in the TVA Act, to sell surplus power. When they 
put in steam plants and begin expanding their territory, and gen- 
erating and furnishing power with the money from taxpayers all over 
the United States, I think you could say that it is rather a strange 
twist of law. 

Mr. Jonzs. Do you mean to say that the Tennessee Valley Author- 
ity’s activities are unlawful ? 

Mr. Sutton. I think so. Many of them. 

__ Mr. Jonzs. Do you not imagine that if they were committing some 
illegal or aalawhal acts, that is eee companies would immnaihtely 
bring such action as was necessary to stop the practice? 

Mr. Sutton. No, Mr. Jones. 

Mr. Jonzs. I see. 

Mr. Surron. The power companies got together in the famous Ash- 
wander case to try to protect themselves and state it was unlawful. 
The court did not say that what they were doing was lawful, but just 
said we had no standing in court, and threw the case out. 

Further on the Chairman of the Tennessee Valley Authority ex- 
pressed doubt that the Tennessee Valley Authority was doing what 
they had a legal right to do when they built plants without con- 


gressional approval. 


eet ELL CCN CT: 


TENNESSEE VALLEY AUTHORITY FINANCING 261 


Mr. Jonus. In other words, you would never question in the courts 
the matter of redress in any suit or action that you might ee that 
nature, because you rationalize that since the Ashwander case had been 
disposed of in such a manner which was disagreeable to you, that it 
would no longer be profitable to pursue that ? 

Mr. Surron. My statement in reply is—— 

Mr. Jonzs. I just asked the question. I would like an answer to 
the question. its 

Mr. Surron. No. I think it would be foolhardy after the position 
the court has taken, for us to go and try to get any redress for wrongs. 

In my statement, you recall, I called attention to the fact that a 
taxpayer has no standing before the courts in the matter of the TVA, 
and it is up to the Congress entirely to look after them and regulate 
them. 

Mr. Jones. Then you still stand on your statement that TVA is en- 
gaged in unlawful practices and acts? 

r.Surron. In my opinion; yes. 

Mr. Jonxs. Mr. Sutton, did you not testify before the Senate com- 
mittee that the Tennessee Valley Authority had excellent and splendid 
management and was doing in your opinion a good job of generating 
and selling electric energy r 

Mr. Surron. I can’t recall at this time exactly what words I used, 
but I have never been critical of the efficiency of the operation and the 
engineering plans that they used in constructing their dams and 
transmission. 

Mr. Jones. Do you still entertain the same views now that you ex- 
pressed to the Senate committee, that the Tennessee Valley Authority 
does have good, sound management ? 

Mr. Sutton. I do not like to use the word “sound” for anythi 
that is socialistic, as I think TVA is, but I think I said they are effi- 
cient and showed gece judgment in their engineering construction and 
in the operation of the property. 

Mr. Jonxs. So you still think they do have pot management and 
exercise good business practices in its operation 

Mr. Surron. I don’t like to use the word “good.” I prefer the word 
“efficient.” 

Mr. Jonzs. I like that word “efficient”’ better than Kas too. 

Mr. Sutton. Engineers use “efficient” more than they do “good.” 

Mr. Jongs. Does the Carolina Power & Light Co. participate with 
other private utilities throughout the country in the preparation and 
dissemination of this advertisement, such as the one entitled “Social- 
ism,” Mr. Sutton ? 

Mr. Surron. I beg yous pardon? I did not get the first part of it. 

Mr. Jonzs. Does the Carolina Power & Light Co. participate 
financially ——— 

Mr. Surron. Yes, sir. 

Mr. Jonxs. In the dissemination and the procurement of these ads? 

I show you one here, but I have a book full of them, which have 
appeared in the Saturday Evening Post. This one has “Socialism” 
marked on it. To you all participate in that? 

Mr. Surron. I would like to tell you exactly how we do participate. 

Mr. Jones. We had it expressed yesterday. 
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Mr. Surron. The power company is a member and a contributor 
and while, of course, I do not write the ads, the ads we use locally, 
such as you mentioned, are put in by our RETEFOENE department. 
They have the mats available and they use their judgment, which 
may at times not be the best, or it may be excellent. 

Mr. Jones. Do you think that is a legitimate advertisement, Mr. 
Sutton, that would improve the standing of the Carolina Power & 
Light Co. in the community in which it operates ? 

r. Surron. I would like to answer it in this way—— 

Mr. Jonzs. Yes, sir. 

Mr. Surron. A public utility, a privately owned investor-company, 
should give good service. That is first. Then they should give rates 
that are low, consistent with efficiency of operation and fair wages to 
its employees, and a fair return on the money invested, or else it can- 
not borrow the large sums it needs. 

Then in addition to that, it must have good public relations and the 
people must feel friendly and want to do business with the company. 

ow, you cannot bring those essential conditions about without 
paying attention to your public relations. When you have the great- 
est lobbying agency in the United States—TVA—with all of their 
papers putting out information which, to say the least, is careless and 
contains half-truths and is misleading—you cannot keep those good 
public relations and have your customers feel that your rates are fair 
unless you answer them. 

Our only weapon is truth and the facts, and we try to stick very 
closely to those. 

Mr. Jones. I appreciate that, because one of the aims I notice cited 
by the Saturday Evening Post was to tell you how to be a successful 
advertiser. It cites all of these ads that have been put in by the utility 
companies. 

o. 5 of the items listed by the Saturday Evening Post says, “Ad- 
vertise truthfully and in good taste.”. So I know you certainly sub- 
scribe to telling the truth, because all these ads are an exhibit and a 
testimonial to the fact that they are truthful. I am sure you intended 
to be truthful here. However, did the Carolina Power & Light Oo., 
in making its contribution to this organization and in paying for this 
ad, assess the customers who bought the energy from your company 
to make them pay for that ad? 

Mr. Surron. I would say not. The company charged those into 
operating expenses as part of its necessary costs of doing business, 
and to protect our investment of our stockholders. I do not think 
our company has ever earned a fair return. 

Mr. Jonres. What percent are you getting now in the form of 
profits ? 

Mr. Surron. When you asked that question of what is a fair 
return 

Mr. Jones. No, I did not ask that question because I think that has 
been determined along time ago. What is your return? 

Mr. Surron. Our return is somewhere between 4 and 6 percent. 

Mr. Jones. Do you think putting that ad in and paying for it 
would increase the return to your company and to the people of 
North Carolina and to your investors who, as you say, hold 165 shares 
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each on an average? Do you think that would increase the value of 
the stock ? 

Mr. Surron. I think that would increase the value of the invest- 
ment, that among other things we are doing, we tell the people and 
the customers we serve the facts, because they do not get them 
from 

Mr. Jonzs. And in your opinion, that is a legitimate operation and 
a legitimate expense ? 

Mr. Surton. I think it is not only legitimate, but necessary. 

Mr. Jonss. Let me finish. And one that should be borne by the 
consumers of electric energy that you sell to? 

Mr. Surron. I do. 

Mr. Byrne. Will the gentleman yield? 

Mr. Jongs. Just a minute. I have one more question and I will be 
through. 

Mr. Sutton, on page 10, paragraph 2, line 4, of your statement, you 
referred to this. Let me read this entire statement. You say: 

The proposed bills make no mention of any obligation to continue the payments. 
They provide, down at the bottom of the list, that rates may be charged for: 
power to cover “such additional margin as the Board may consider desirable for 
investment in power system assets, retirement of outstanding bonds in advance 
of maturity, reduction of appropriation investment.” It seems evident that. 
any funds available would be used first for reinvestment in power assets, and 
then for reduction of the bonded indebtedness. 

If you will read the bill on page 7, commencing on line 9, and ‘going 
through to page 8, line 10, can you find anything which means TVA 
would not continue its payment on the capital investment ? 

Mr. Surron. I certainly did. I will tell you frankly that when I 
first read this I checked that and went into it. After going into it 
I was firmly of the opinion that when you struck out the mandatory 
provisions of payment in the Government Corporation Control Act 
and instead of it being an obligation they used the word there “may,” 
so it is permissive. 

Mr. Jones. It goes on, Mr. Sutton, and provides for deferment. 
If you will look on page 8 you will see it says there : 





Payments due hereunder may be deferred for not more than 2 years when, 
in the judgment of the Board of Directors of the Corporation, such payments 
cannot feasibly be made because of inadequacy of funds occasioned by drought, 
poor business conditions, emergency replacements, or other factors beyond the 
control of the Corporation. 


So there is no question as to whether or not they are going to make 
repayment, is there, because it sets the limitation of time for which 
annual payment can be deferred. 

That is all, Mr. Chairman. 

Mr. Sutton. Is that not referring to the interest payment? It 
says: 

The payment in each fiscal year shall be equal to the computed average inter- 
est rate payable by the Treasury upon its total marketable public obligations as 


of the beginning of said fiscal year applied to said appropriation investment. 
Payments due hereunder— 


interest payments due, I interpret it to mean— 
may be deferred for not more than 2 years. 
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Mr. Jonzs. It does not say a thing in the world about interest, but 
merely makes the interest a device to show how much the annual pay- 
ments will be. It does not say interest payments, and it was never 
‘contended it would be an interest payment. It is a cash return on the 
anvestment. 

Mr. Batpwin. I would like to mention that I asked a question of a 
TVA witness on this particular paragraph and the answer by the 
TVA witness, who, as I recall it, was the general engineer of the 
Tennessee Valley Authority, was that this was interest. He pointed 
out clearly, in answer to the specific question I asked, that this did not 
mean TVA would continue to repay principal as they had up to this 
time. This changed that procedure. 

Mr. Jones. I understand that, Mr. Baldwin, but my recollection 
was that Mr. Wessenauer testified that this amends the appropriation 
act of 1948, which provides for 40-year payments, which was an 
amendment by Mr. Jensen of Iowa to the TVA Act. This suspends 
and amends the appropriation act of 1948, and in lieu of the require- 
ments of that act makes the TVA liable for an annual payment of a 
cash return to the Treasury of the United States in an amount to be 

aid semiannually based upon the interest rate on the Government 
indebtedness existing at the commencement of each fiscal year. That 
is an annual payment of a cash return to be computed at whatever 
interest rate the Government is paying at that time. 

I do not know but what it might not be a play on words, but I 
think we can examine the record on that. 

That is all Mr. Chairman. 

Mr. Byrne. Will the gentleman yield ? 

Mr. Jones. Yes,sir. I will Said. 

Mr. Byrne. The gentleman from Alabama was asking you, Mr. 
Sutton, about some mediums of advertising and he used certain papers 
and documents in magazines. Is that correct, sir? 

Mr. Surron. Yes, sir. 

Mr. Byrne. Have you ever watched on television the world series 
of baseball, or a major prize fight, sir? 

Mr. Surron. I have. 

Mr. Byrne. Did you ever hear of jingles about “How are you fixed 
for blades,” or something like that ? 

Mr. Surron. Many times. 

Mr. Byrne. That would be called indirect advertising, would it 
not ¢ 

Mr. Sutton. Yes, of course. 

Mr. Byrne. And when you are trying to get a message over to 

ople in a certain area, I assume that the documents displayed by 
Mr. Jones were an indirect advertising medium, were they not? 

Mr. Sutrron. That is correct. 

Mr. Byrne. Did you ever watch any beer ads on television ? 

Mr. Surron. Yes. 

Mr: Byrne. They did not have a direct appeal, but were trying to 
dramatize the land of the sky-blue waters, or something like that, and 
induce people to drink a certain type of beer. Is that right? 

Mr. Sutton. That is right, sir. 

Mr. Byrne. And I assume you, as an executive of a utility company, 
were trying to dramatize the contrast between public utilities and 

Government-owned bodies. Is that right? 
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Mr. Surron. That is right. 

Mr, Byrne. I had that thought, 

Mr. Surron. To further your statement, I think our industry has 
done a good job. In the 75 years that we have brought service—good 
service—all over the United States so it is available to many millions 
of persons, we have steadily reduced our rates. 

Our rates today—and I am speaking more now to residential, rural 
and farm—our rates are about one-tenth of what they were in 1882, 
and about one-half of what they were 25 years ago. Those rates have 
been reduced by a greater percentage in the 20 years prior to the 
starting of TVA than in the 20 years after TVA. I think the reason 
why we have been made the whipping boy by the demagogs is that 
the public does not know the grand job we are doing. 

I think the mistake our industry has made is that we have not told 
our story. We have a good story to tell of the job we have done, 
but the people do not know the facts, and if the executives runni 
these companies do not tell the facts, I think that their investment an 
their savings in our companies are apt to be damaged, if not destroyed. 

Mr. Davis. Are you through ? 

Mr. Byrne. Yes, sir. 

Mr. Davis. Mr, Mack. 

Mr. Maox. Mr, Sutton, on page 2 of your statement you say the 1956 
Annual Report of the Tennessee Valley Authority shows that less 
than one-fifth of TV A’s total energy supply was generated by hydro 
plants at multipurpose dams, All of the testimony we have had up 
to the present time has been that about one-third of TVA power is 
generated by hydropower, and about two-thirds by steam plants. 

Are you sure that the one-fifth is correct ? 

Mr. Surron. By hydro plants at the multipurpose dams. I think 
that is correct. 

You see, they have some straight hydro dams that do nothing except 
produce power. 

Mr. Mack. Then the statement that one-third is generated by hydro 
and two-thirds by steam is correct ? 

Mr. Surron. I use the words “hydro plants at multipurpose dams” 
because there you get surplus power, a the act, you recall, speaks of 
surplus power, 

Mr. Mack. On page 14 of your statement in point No, 3 you say: 

Free TVA’s distributing agencies from the “sole supplier” clause * * * 


Is there a clause in the TVA contract that a purchaser of TVA power 
must buy solely and exclusively from TVA? 

Mr. Surron. Yes; there is. 

Mr. Macx. If an aluminum plant or some other plant moved into 
that area and built an operation and then installed a plant to generate 
let us say, 100,000 kilovolts and they have the need for 500,000, would 
TVA refuse to supply such an industry if it had a plant of their own 
to supply part of its power requirement. 

Mr. Surron. Mr. Mack, I was referring to their standard contract. 
The aluminum arrangement is quite different. 

Mr. Mack. Take any industrial plant? 

Mr. Surron. I think that is correct as to any industry, but as to an 
aluminum company, they turned over their hydroplants to the Gov- 
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ernment and they have a special arrangement, but I understand their 
standard contract for all industrial, municipal and REA contracts 
contains this sole-supplier clause. 

Mr. Mack. If the factory were to locate in the area your company 
serves and decided to build a steam plant to supply part of its needs, 
could your company leagally refuse to supply it, or to demand a 
sole-use clause ? 

Mr. Surron. We have had, and have at the present time, numbers 
‘of contracts where the customer supplies parts of its power, some by 
steam and some by hydro. 

Mr. Mack. My question is, could you legally refuse to supply them 
the additional power? 

Mr. Surron. We are under full regulation of the Commission, and 
I hesitate to say what the Commission would do, but in my opinion I 
do not think we could refuse. I think the Commission would make 
us serve them. 

Mr. Macs. Do you have any exclusive-user clauses ? 

Mr. Surron. We have in our contract, when a customer will come 
up and ask for so many kilowatts or horsepower of demand, they 
never know what they are going to use, and we have a contract which 
is as much for their protection as for ours, that we will give them, 
let us say, 2,000 kilowatts and as much more as they will need. By 
our guaranteeing to take care of their requirements it is naturally 
assumed, even if it is not written in there, that they will get their 
requirements from us. 

Now, a customer can get power from us for a 1-year, or a 5-year, 
or a 10-year contract, so if he objects to that, he could get a shorter 
term contract, or a longer term. 

Mr. Mack. The first objection you make to the pending legislation 
is that the Congress will lose control over the Tennessee Valley Au- 
thority’s activities. Under existing law it is necessary for TVA to 
come to Congress and secure an appropriation. Under the pending 
legislation the Tennessee Valley Authority could issue bonds in un- 
limited amounts and go ahead and expand their plants. 

If this committee and the Congress should write into this bill a 
provision limiting the amount of bonds that TVA can issue in any 
1-year or 2-year period, and the total amounts it can issue overall, 
i. vou not Coiiiieens in that event be retaining control over the 

Mr. Surron. I would say not, Mr. Mack. There are so many other 
ways except the point of revenue bonds. If you look back over the 
TVA history you will find it is a policy of getting their foot in the 
door. As soon as they get their foot in the door then they open the 
door. They start out on a very modest request, but it is very easy to 

t them increased. It would be my guess that if they put a clause 
a there for $200 million it would not be long before the sky was the 

imit. 

Mr. Mack. But that would subject TVA to a review every 2 years 
of their case when they make expansions. 

Mr. Surton. In that particular case; yes. 

Mr, Mack, That. would be a much better arrangement, ‘in. your 
opinion, would it.not, than having unlimited authority to issue any 
amount of bonds? 
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Mr. Surron. Of course, as I tried to state, we are just against reve- 
nue bonds. 

Revenue bonds have been mentioned by different persons in the 
past, but they had in mind entirely different revenue bonds than the 


ones we are talking about here. For example, the average revenue 


bonds would be an underlying issue that would get all of the revenue. 
Here you are considering issuing a revenue bond which should be a 

d lien or second mortgage, and you are putting it ahead of the 
first mortgage. 

In other words, here is the taxpayer with a billion and a half dol- 
lars invested in this and he is entitled to interest and also to repay- 
ment of his principal. Now you come along with this revenue bond 
proposal a instead of making it a second mortgage and letting that 
get its interest and repayment after the taxpayer’s money has been 
returned, you put it ahead of that taxpayer’s money. Then you say 


that you do not have to repay the taxpayer’s investment. y, 1 


think it is a terrible situation. 

Mr. Mack. If this committee and the Congress should write into 
the bill an amendment which would propose that the Tennessee Val- 
lay Authority be required to repay to the Federal Government one- 
fortieth of the money it now owes, each year, then any revenue bond 
it issues would, in fact, become a second mortgage; would it not? 

Mr. Surron. It should be in the position of second place after the 
payment of interest of this billion and a half dollars. 

Mr. Mack. When TVA was established and through the years Con- 
gress provided TVA need not pay interest on borrowed capital 
whether that is right or wrong, but it is the law. 

If Congress requires that TVA repay the principal according to 
their original agreement, so much a year for 40 years, then future 
revenue bonds become a second mortgage and not a first mortgage. 
The Government has a prior claim on one-fortieth of the amount of 
money owing it, and the revenue bonds become a second mortgage. 
Is that true? 

Mr. Surron. That would be true if it were so worded. 

Mr. Mack. You referred to the unsound fiscal procedure of Federal 
revenue bonds. Part of that, of course, is due, the unsoundness of it, 
to the fact that the Tennessee Valley Authority may issue bonds in 
any amount without any restriction or any consultation with the 
Treasurer of the United States. 

If an amendmen were made to the bill requiring that the issuance 
of these bonds can occur only with the approval and consent. of the 


Secretary of the Treasury, would that not very substantially remove 


one of the objections to the so-called unsoundness of these Federal 
revenue bonds? . 

Mr. Surron. Well, it would help. 

Mr, Mack. You refer on page 8 to a statement that was made by 
the Comptroller General relative to the issuance of revenue bonds in 
preference to adding it to the national debt. I might say in reply 
to that that the Secretary of the Treasury, Mr. Humphrey, who is one 
of our great financiers, came before this committee 2 years ago and 
testified that the issuance of revenue bonds for the financing of a 


highway program was absolutely sound, if the gas tax revenue were 


pledged to pay off those bonds. 








268 TENNESSEE. VALLEY AUTHORITY FINANCING 


Mr. Surron. I am not familiar with what he said, but that is in line 
with the statement I made as to what is generally accepted as a' reve- 
nue bond. All of the moneys to support that go to the payment of the 
bonds. There are many highways bonds over the country today which, 
when they were issued the price of the bond was $100, and they have 
dropped today to $50 or $60. The West Virginia bonds are an ex- 
ample of that. 

f course, these highway bonds that Mr. Humphrey spoke of could 
not do that, because they would have the backing of the Federal Goy- 
ernment, but again I state that those revenue bonds are an entirely 
different breed of animal. 

Let me make this statement, since you referred to the Treasury De- 
partment: I have here a paper by the Citizens for TVA. Of course, 
they believe in TVA and they make this statement : 

This bill introduced by Congressmen Clifford Davis of Tennessee and Robert 
EK. Jones, of Alabama, embodies the recommendations of TVA itself in a forth- 
right and sensible plan for using alternate sources of capital. It is a bill which 
has the support of the real friends of TVA. 

We know the record of TVA in the past, and we know how they 
have acted. 

Now, as against this I have copies of letters here from the three 
agencies that you gentlemen have set up to protect the taxpayers and 
to protect the moneys of the Government. These letters are from the 
Department of the Treasury, from the Comptroller General and from 
the Bureau of the Budget. All three say that this is a bad bill and it 
is against the best interests of the country and should not be passed as 
it is. 

Mr. Mack. As is. Yes. But with certain amendments it might 
become a reasonable compromise solution for continuing to supply 
power and permit the operation of TVA. 

On page 8 of your statement you say: 

Not only should further Federal investment in TVA power be halted, but the 
existing investment should be repaid as rapidly as possible to the taxpayers of 
the country. 

By taking the action of halting the expansion of TVA, we prac- 
tically would kill the TVA system and force its dismemberment and 
liquidation, would we not? 

Mr. Surron. No, I do not think so. 

Mr. Mack. How could TVA expand and supply the needs of the 
area if it could not obtain additional money for that purpose ? 

Mr. Surron. There is nothing in the act to indicate that these lar, 
ower users, such as Aluminum and Monsanto and others should 
urnished cheap, subsidized Government power at the expense of the 

taxpayers of the country. I think some 17 percent of that power went 
to such customers. Those customers, if they were freed of this clause 
that we referred to, could put in their own plants. Then there is 
nothing in the act to say that they should take care of such municipali- 
ties as Chattanooga and Memphis, and there are 3 or 4 other cities of 
comparable size there. Let them put in their own plants. Then if 
you free them of the business that they are now conducting, which 
was not contemplated in the act, they would have the resources, to- 
gether with the facilities under construction, to take care of things for 
many years. 
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Mr. Mack. You suggest some place in your statement that these 

wer facilities and distributing lines be sold to private or public 
focal power bodies, do you not? 

Mr. Surron. That is correct. It seems to me that the people of 
Tennessee should finance and take care of the obligations to furnish 
this power. Why should the taxpayers all over the United States put 
their money in for that? 

Mr. Mack. But you do not propose that the Federal Government 
sell the power dams on the rivers? 

Mr. Surron. No. I think the Government is doing a perfectly 
proper thing when it looks into the matter of flood control, and navi- 
— and maybe irrigation and soil conservation, and things of that 


Mr. Mack. But you are not proposing that the power facilities in 
those dams be sold to the local interests, are you—the production 
facilities ? 

Mr. Surron. Well, why not? They could lease them or sell them. 

Mr. Mack. I did not understand your statement to say that. I 
understood your statement to say that they sell the distributing lines 
and those facilities, but not the—— 

Mr. Surron. The dams. But the power facilities I think they 
could well sell. 

an Mack. The power part of the dam, but not the flood-control 

art 
; Mr. Surron. In other words, the pee equipment, and then 
charge the municipality, or the district, or the REA that buys then— 
charge them a fair price for the falling water used in the develop- 
ment. 

Mr. Mack. If TVA sold out to the local communities, counties and 
municipalities, is that not just as much socialism according to your 
definition of socialism as the Federal Government operating these 
facilities? 

Mr. Surron. It is, and I am against it, but then it puts the prob- 
lem of raising the money on the people who are served and gets TVA 
off the back of all the taxpayers of the United States. 

Mr. Mack. As a matter of fact, the local governments could get 
cheaper money than the Federal Government use they could es- 
— paying income tax on the bonds which they issue. 

r. Sutton. Possibly so, although Memphis did not come out as 
well as they had anticipated, which often happens when a man goes 
in business. The actual results are not as good as the prospectus 
outlined. 

Mr. Mack. Thank you very much, Mr. Sutton. 

Mr. Davis. I would like to make an announcement. Mr. Biemiller, 
it seems to me we cannot possibly conclude this hearing today. We 
already have a meeting committed for tomorrow on the St. Lawrence 
seaway, so we will just have to consult among ourselves as to when 
we can hear you. I am sorry. I did not think it would take this 
long. There are 1 or 2 other witnesses we will have. 

I am not concluding now because we have about 15 minutes to run, 
but I want to make that announcement, Mr. Biemiller. Governor 
Dempsey. 

91411—57-—18 
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Mr. Dempsey. Mr. Sutton, I understood you, in reply to Congress- 
man Mack, with reference to the bonds recommended by the Secre- 
tary of the Treasury, Mr. Humphrey, for the construction of roads, 
to say that they would be Federal bonds. Is that your understanding ? 

Mr. Surron. I am not too familiar with it but my information was 
that they are bonds in which the good faith and credit of the Federal 
Government was behind them. I may be wrong in that. I mentioned 
the bonds in trying to answer a question, but I am not familiar with 
those bonds. 

Mr. Demrsey. For your information they set up a corporation out- 
side of the Government and they issued the bonds. They were not 
Government bonds. 

Mr. Surron. Possibly we might get some bonds for TVA that they 
could issue after they have first given back the taxpayers the interest 
and the money that has been put up. 

Mr. Dempsey. I am not saying that but I want you to know that 
the Humphrey recommendation was not for issuing bonds. 

Mr. Surron. I apologize. I tried to answer something I knew 
nothing about. 

Mr. Dempessy. That is all. 

Mr. Davis. Mr. Becker. 

Mr. Becker. I will be very brief because we have gone through 
much of this questioning in the past. I do want to compliment you, 
Mr. Sutton on your statement of facts as embodied in here. I just 
want to refer to the ad my good friend Bob Jones mentioned as bein 
a strange twist of the law. I will ask you if you know what the RE 
is doing with their funds? 

Mr. Surron. Out of their funds they are running magazines here 
in Washington and in many of the States, and are carrying on what 
T think is an outstanding if not the strongest political lobby here in 
Washington, and doing an outstanding job in propaganda. 

I noticed in the testimony by Mr. Clyde Ellis that he said TVA 
did not do propaganda work as he thought of it. Well, if there is 
any kind of propaganda TVA has not done, I do not know. I remem- 
ber Secretary Ickes on two occasions making the statement that Mr. 
Lilienthal was the best propagandist in the country, and again that he 
was the best propagandist he had ever seen. 

Mr. Brecker. What I was getting at was REA. Did you know 
that REA, instead of repaying the Federal Government its money 
that they have borrowed at 2 percent, amounting to some $21, billion, 
they are lending their surpluses out at a higher interest rate and mak- 
ing money on the money they are borrowing from the Federal Gov- 
ernment at 2 percent? Did you know that? 

Mr. Surron. There is an instance in the State of North Carolina 
where we bought some rural lines of a municipality on the edge of 
our territory. The municipality had borrowed money at 2 percent 
to build those rural lines and we paid them some half a million dollars 
or more for it. All I know is what I read in an editorial in the local 
paper which commended or complimented the group for their wise 
decision in not paying back that money at 2 percent but using it for 
other purposes. 

Mr. Beoxer. That is exactly what REA is doing. They are using 
their surpluses today to reinvest at higher money rates and making 
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money on the money they borrowed at 2 percent from the United 
States Government, instead of repaying it to the Treasury of the 
United States so that the Treasury welt reduce its indebtedness to 
the taxpayers. That is exactly what REA is _— and through 
their cooperators they are putting up a building on lorida Avenue. 
Instead of being just a lobbying headquarters, they are renting out 
four floors to the General Services Administration, which is a branch 


of the United States Government, and they are getting income from 


that also. 

I think that is all involved here when you talk about a twist of the 
law and things that can be done under the law. This is a dis 
going on in our country today where the taxpayers money is being 
loaned to these instrumentalities of the Government by the Govern- 
ment at 2 percent, which is lower than the Government is borrowing 
it for, and then they take their surplus of money and reinvest it at 
higher interest rates instead of repaying it to the United States Gov- 
ernment. 

I just wanted to get that in the record. 

Mr. Davis. Mr. Schwengel. 

Mr. Scuwencev. Mr. Chairman, I want to agree with the gentle- 
man from New York who said you have been an excellent witness, 
and apparently very well versed in your subject matter. I want to 
say too that I do not want to indicate that I agree with you com- 
pletely in all your statements and positions in this matter, but there 
are certain phases of this legislation that bother me very much as 
I try to represent my people in Iowa. One has to do with the ques- 
tion of the objective of the original TVA Act which was to serve 
as a model for the ratemaking organizations to determine what is 
fair and right and also serve the community. 

Originally they were to stay in a certain area as I understood it. 
We had testimony before us indicating that they can expand beyond 
the location that they now exist in. Is that true? 

Mr. Surron. That is absolutely true. There is no limit to the 
extent to which they can expand if they have more money and finances. 

Mr, Scuwenceu. Under the terms of this bill there is no limit as 
to the amount of money they can borrow. Is that right? 

Mr. Sutrron. That is correct. 

Mr. Scuwence.. And it is conceivable then that the TVA could 
possibly take over the entire electrical industry of the United States? 

Mr. Sutton. I think they would like to do it. 

Mr. Davis. Oh, you do not mean that. 

Mr. Surron. Maybe they would not go beyond the Rockies. 

Mr. Davis. No. Do not go so far. You have gone far enough al- 
ready this morning. Excuse me, Mr. Schwengel. 

Mr. Surron. Mr. Davis, I did not say they would. I said they 
would like to do that. 

Mr. Davis. Oh, I cannot take that.. That is the trouble with you 
private people. You just cannot control yourselves. 

Mr. Scuwence., My whole point in raising this question is this, 
Mr. Chairman—— 


Mr. Davis. I am not doubting you, but I am questioning him. 
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Mr. Scuwence.. But I do not question the integrity of the gentle- 
man. 
Mr. Surron. Mr. Davis if you would read, as I have here, the state- 


ments made by the representatives of the TVA before the Congress 


and your committees and then see what they do afterward, you would 
have to, I think, reach the conclusion that there is no limit as to what 
they would do if they could. | 

Mr. Scuwencex. The reason why I am raising the question is not 
to impugn the integrity of any gentleman introducing the legislation 
but to bring out the facts, which is the purpose of the hearings, and 
that is the basis on which we pass legislation. 

Mr. Surron. Have I answered your question / 

Mr. Scuwencex. Again I want to ask this question. Is there any 
phase—and I am asking you to answer, or the authors of the bill— 
that provides for any limitation on TVA ? 

Mr. Sutton. No. 

Mr. Scuwencet. Is there any way that they can be limited ? 

Mr. Sutton. None that I know of. 

Mr. Scuweneext. And there is no check on it? 

Mr. Sutton. None that I see. 

Mr. Scuwence.. If we pass this bill they could spend $1 billion, $2 
billion, or $5 billion ? 

Mr. Sutton. That is correct. 

Mr. Jones. Will the gentleman yield? Mr. Chairman, I feel that 
the witness in his last statement casts a reflection and aspersion on 
the institution he is discussing here. He has referred to the state- 
ments of witnesses who appeared before the various congressional 
committees as representatives of the Tennessee Valley Authority and 
he claims that they testified as to one fact and then they go back and 
fail to carry out thir statements before the committee. In view of 
that statement I feel it is compelling that the witness submit to this 
commitee instances of the matters or the type to which he refers. 

Mr. Surron. I have about 3 or 4 right here. Before I read these 
let me say that if there is any reflection I would like to ask the chair- 
man’s permission to withdraw it because I appreciate the courtesy 
and the time given to me and it was not my intention to say anything 
that would reflect against any of your associates. Therefore, Mr. 
Chairman, I will be glad to have you or the clerk withdraw or delete 
from the testimony any statement I made that you feel comes in that 
category. 

Now here are just a few instances—and I have a lot of them. 

Mr. Jonzs. Is this on the record ? 

Mr. Surron. Yes. What I have there I will put in the record. 

Mr. Jonss. And it is to substantiate the utterances you just made? 

Mr. Surron. In part. Let me read 3 or 4. I will furnish them. 

Mr. Jones. Do not take them out of context. 

Mr. Surton. I will not. Mr. Arthur Morgan—— 

Mr. Davis. Mr. Scherer, we will get to you eventually. 

Mr. Jones. I apologize for intruding, Mr. Chairman. I will yield 
to Mr. Scherer. 

Mr. Sutton. I have 2 or 3 I would like to read. Mr. Arthur Mor- 
gan said in 1934 that the total cost of the installation of TVA would 
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be $220 million. Their books as of June 30, 1954, show $1,823 million 
of fixed assets. 

Mr. Lilienthal on—— 

Mr. Jones. Just at that point, Mr. Sutton, that was a statement 
made in 1934, Here after the passage of all that time, with the war 
coming in between, you are trying to hold Mr. Morgan accountable 
for looking into the future and saying what the requirements will be 
28 years later. 

Mr. Davis. Will the gentleman yield? 

Mr. Jonzs. Yes. 

Mr. Davis. We have a very current case in the instance of the St. 
Lawrence seaway where they missed their estimate by what amount, 
Governor Dempsey? You were presiding there. They missed it by 
100 percent, did they not? 

Mr. Demrszy. Something more than that. 

Mr. Davis. By more than 100 percent. And that is right on top 
of the time they made the estimate originally. Now they are asking 
us to increase their borrowing authority by that much. The cost 
index has gone up, and you know in your own operation you have 
to pay more for everything. 

Mr. Surron. Yes, Mr. Davis, but private industries as a whole, 
when they bring in an estimate, or it is brought in to the manage- 
ment, for a certain amount of money to build a plant or a dam, and 
if os they do not exceed it by three times the cost, as has hap- 
pened on these Government projects. 

Mr. Scuerer. That is true. 

Mr. Davis. I want you to know that the TVA has been hitting 
it right on the nose. When they say it will cost so much to build a 
dam or a generating plant it has been very close. It has been amaz- 
ing how nearly they have come to the actual figure in their estimate 
of the cost. 

Mr. Jones. The statement you made is borne out by the Engineer- 
ing News Record index, a publication of the construction indidatry, 
in which they gave the account that TV A’s estimate of cost has been 
more accurate than the private utilities estimates of costs. 

Mr. Surron. I'am not familiar with that. You hit on one. Mr. 
Lilienthal in March 1935 said, “I am sure that TVA will put none 
of the private companies out of business.” Over 32 electric utility 
companies have been destroyed in whole or in part. 

Mr. Lilienthal said in July 1938, “TVA’s rates include the taxes 
that a private utility would pay.” TVA pays no Federal taxes and 
less than one-third of the State and local taxes are paid. 

“No steam plants are contemplated,” was said. 

Mr. Jones. When was that statement made that no steam plants 
are contemplated. 

Mr. Surron. In 1938. 

Mr. Jones. Who made it? 

Mr. Surron. Mr. Krug made the statement. 

Mr. Jones. And to whom did he make it? 

Mr. Sutton. I have the full notation here. 

Mr. Jonxs. Will you supply the record with the full notation of 
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where he made the statement and the whole context of his statement 7 
Mr. Surron. I will. 
(The statement referred to is as follows :) 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington D. C., May 7, 1957. 
Hon. Ciirrorp Davis, 
Chairman, Flood Control Subcommittee, 
House Public Works Committee, 
House Office Building, Washington, D. C. 


Deak Mr. Davis: During the course of Mr. Louis V. Sutton’s testimony before 
your subcommittee on May 7 with respect to H. R. 3236 and H. R. 4266 to amend 
the Tennessee Valley Authority Act, Mr. Sutton made the statement, in answer 
to a question, that Mr. Julius A. Krug, when he was an employee of the Ten- 
nessee Valley Authority, stated that TVA would not contemplate the construc- 
tion of any steam plants by the Tennessee Valley Authority. 

Mr. Sutton was asked to submit for the record the source of that statement. 
The source and the full statement are as follows: 

Investigation of the Tennessee Valley Authority, hearings before the Joint 
Committee on the Investigation of the Tennessee Valley Authority, 75th Con- 
gress, 3d session, pursuant to Public Resolution No. 83, part 18, December 1935, 
page 5661. 

Representative JENKINS. “Does your plan contemplate the construction of 
any standby steam plants?” 

Mr. Krue. “No, sir.” 

May I express my appreciation for your kindness in putting Mr. Sutton on 
the witness stand ahead of Mr. Arthur Biemiller, representative of the AFL-— 
CIO, so that Mr. Sutton could complete his statement and get back to his company 
work at Raleigh, N. C. 

Sincerely, 
CLARENCE R. MIZEs. 


Mr. Davis. Is it not true wherever you may find hydroelectric sys- 
tems in the world that all of them have to be supplemented with firm 
power produced by steam plants? 

Mr. Suri. Mr. Davis, when an investor-owned company builds a 
hydro plant on most streams, they know they will have to build steam 
plants to supplement it; but if I may refer to the TVA Act, it said 
that the surplus power from these dams was what was to be sold. 
It said nothing about building steam plants to firm it up and make it 
firm power. 

Mr. Davis. I do not see how you could operate without having firm 

ower. 
. Mr. Surron. I am just quoting what the original TVA Act had in 
it about surplus power. 

Mr. Scuwencet. I would like at this point to have the gentleman 
file any other quotations he has on this particular point, because I 
think they are very, very important. 

Mr. Jones. So do I. 

Mr. Davis. I prefer that he be here in person, Mr. Schwengel, so 
we could ask questions in connection with it. You can come back, Mr. 
Sutton, can you not? 

Mr. Surron. I have to leave this afternoon. 

Mr. Davis. Surely. We would not ask you to stay today. 

Mr. Surron. But sometime when it is convenient if you can give 
me advance notice. 

Mr. Scuwencex. I have one other question. You referred to a 
pamphlet there which is a piece of propaganda. Does that indicate 
who paid for that pamphlet, which is evidently advertising, in the 
TVA? 
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Mr, Surron. This? 

Mr. Scowenegu. Yes. 

Mr. Surtron. The Citizens for TVA, and they get their money I 
ees from voluntary contributions of friends and supporters 
Oo i 

Mr. ScuweNer.. Is that money they use in support of this a tax 
deductible expense ? 

Mr. Sutton. I do not know. 

Mr. Scuweneet. I think it is a point we ought to know about, and 
if you can find out for us I would like to have it supplied for the rec- 
ord too. 

‘ Mr. Davis. I am sure it isnot. They get contributions of $10 and 
15. 

Mr. Scuweneet, And that money is not a deductible expense? 

Mr. Davis. No. That is my information. 

Mr. Jones. The clerk could check with the Department. 

Mr. Surron. I would prefer to have the clerk of this committee 
find out about, this. I do not know how I would go about finding 
out from TVA what they are doing. 

Mr. Scuwence.. That is all. 

Mr. Davis. Mr. Stauffer. 

Mr. Sraurrer, I will pass this morning. 

Mr. Davis. Mr. Scherer we do not. have but 2 minutes, but we will 
invite you back when we meet again. 

Mr. Scuerer. I am not on this subcommitte¢, Mr. Chairman. 

Mr. Davis. Well, we just want to turn on all of the light we can 
and you are a good man for turning on the light. 

Mr. Scuerer. Then may I make one observation? There are those 
who support the issuance of revenue bonds for. TVA under this leg- 
islation who opposed the issuance of revenue bonds when it came. to 
financing the highway program, for exactly the same reasons that 
the witness sets forth in his statement here today. That is, they 
used the same arguments that this witness uses for opposing the 
issuance of revenue bonds for TVA. They used those same argu- 
ments for opposing the use of revenue bonds when it came to financ- 
ing the highway program. 

r. Davis, t do not think you will find it on all fours, really. 

Mr. Scuerer. It is so close. It is no criticism. You have a per- 
fect right to do that, Mr. Davis. 

Mr. Davis. That would open up another field where we would have 
to discuss it at some length. Thank you, Mr. Sutton. You are an 
exponent of a philosophy which is enjoyed by all of you big power 
magnates, so you have represented your cause well. 

Mr. Surron. Thank you. 

Mr. Davis. Thank you for coming. 

Mr. Surron. Well, these power magnates are just servants of the 
millions of stockholders and citizens who put their savings in our com- 
pany; and also we have the obligation of giving service to the com- 
munities that we are privileged to serve. 

Mr. Scuerer. You help pay the taxes so we can help operate this 
Government. 

Mr. Surton. The industry paid about $1,700 million last year. 
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Mr. Scuerer. So we can appropriate some money here. : 

Mr. Davis. Down in my town all of us little magnates are pays 
our light bills, and eventually we in the entire oem will own TVA. 
It will be as a result of those of us who are buying the power in that 
area. Some of these days Maine and every other State will be getting 
the profits that are now going into an expansion or extension of the 
service which makes eae the production of the electricity that we 
need to turn on the light when we push the button. 

Mr. ScHWENGEL. Ycnanot help making the observation that I ho 
that time comes soon, but my worry is that TVA does not eventually 
own the country. 

Mr. Davis. Now, listen, I must say one little thing in conclusion, 
Mr. Schwengel. I was never so surprised in my life as I was to hear 
this gentleman and others suggest that TVA not only could but 
wanted to take over all of the power distribution and generation in 
the entire United States, when the substantive act says that TVA 
shall transmit within reasonable transmission distance. 

Mr. Scuerer. I agree with you there, Mr. Chairman. I do not 
think TVA as such will do it, but I think that other authorities 
similar to TVA will do that. 

Mr. ScoweENceEL. Or their successors. 

Mr. Surron. Could I make one statement? I would like to say 
again that in my prepared statement I was representing entirely the 

nited States Chamber of Commerce, but of course in answering the 
questions I tried to give my answer, and you cannot hold the chamber 
of commerce responsible for those. That is what I wanted to say. 

Mr. Davis. Thank you. The committee will adjourn subject to the 
call of the Chair. 

(Whereupon, at 12:10 p. m. the subcommittee adjourned subject to 
the call of the Chair.) 

(The following was furnished for insertion :) 

CHAMBER OF COMMERCE, 
Florence, Ala., May 13, 1957. 
Hon, CHARLES A. BUCKLEY, 


Member of Congress. 
House Office Building, Washington, D. C. 


Dear CONGRESSMAN BUCKLEY: It is disappointing to us to learn that the United 
States Chamber of Commerce, an organization in which we hold membership, 
should take the stand that they have in opposition to the Tennessee Valley 
Authority in their appearances before your House Public Works Committee. 
The absurdity of the statements made by Mr. Louis V. Sutton. president of the 
Carolina Power & Light Co., when he appeared as a United States Chamber of 
Commerce witness last week, is amazing. In this regard, we are forced to agree 
in substance with the statement of Defense Secretary Wilson that the selfishness 
and bias attitude of our rich friends in the United States Chamber of Commerce 
gives us a pain in the neck. 

We, who are in the chamber of commerce movement at the grassroots level, 
are confident that the great masses of people feel that TVA is one of the greatest 
assets our Government has, and that the House Public Works Committee will 
render a real service to the taxpayers of our Nation by reporting favorably the 
bill introduced by Congressman Davis of Tennessee and Congressman Jones of 
Alabama that provides for TVA financing. 

We earnestly hope that you will see fit to lend your support to the Davis- 
Jones bill. 

Yours very truly, 
C. H. Jackson, Manager. 


ET RE a Re 
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MuscLe SHOALS CHAMBER OF COMMERCE, INC., 
Sheffield, Ala., May 14, 1957. 
Hon. CHARLES A. BUCKLEY, 
Chairman, House Public Works Committee, 
House Office Building, Washington, D. C. 


Dear Mr. Buckley: The Muscle Shoals Chamber of Commerce deplores the 
position of the United States Chamber of Commerce on the Tennessee Valley 
Authority financing. We feel that the position taken by the United States Cham- 
ber of Commerce is against the best interest of the Tennessee Valley Authority 
and, if adopted, would result in its ultimate destruction. We suspect that this 
is the ultimate aim of this proposal. 

Knowing the value of the Tennessee Valley Authority to this area and to the 
Nation as a whole, we resist any effort to destroy it, and wish to go on record 
as favoring the proposal of Congressman Robert E. Jones and Congressman 
Clifford Davis, 

Yours very truly, 
B. T. GarpNer, President. 


ATHENS, ALA., May 16, 1957. 
CHAIRMAN, 
House Public Works Committee, 
Washington, D. C.: 


Athens Chamber of Commerce wholeheartedly endorse bills introduced by 
Congressinen Jones and Davis pertaining to TVA financing. 


H. J. Lirrrery, President. 


DecATUR CHAMBER OF COMMERCE, 
Decatur, Ala., May 16, 1957. 
Hon. Bos JoNngEs, 
Congressman, 
House Office Building, Washingion, D.C. 


DeaRk Bos: I read with interest your bulletin of May 11, and judged by its 
content the question in your mind regarding local chamber of commerce support 
of the bill introduced by you and Congressman Davis regarding TVA. 

We unhesitatingly and emphatically disagree with the policy as outlined by 
Mr. Louis V. Sutton, president of the Carolina Power & Light Co., and repre- 
senting the United States Chamber of Commerce, and we unfalteringly supporc 
your bill in the interest of the preservation of TVA. 

We in the Tennessee Valley area realize the value of such an authority, the 
results of which, in our opinion, could not be obtained by private capital. We 
bear in mind, too, the “socialistic trend” of such governmental agencies but 
for the full realization of its value to the people of this area one has to but 
visit the area and learn the whole story to become a true believer. The agri- 
eultural, reforestation, game reserves, flood control, power, and other programs 
that are enveloped in the Tennessee Valley Authority have meant more to the 
people of this area than the average mind can imagine. 

There are more than 3,200 chambers of commerce and trade associations 
affiliated with United States chamber through membership, but that affiliation 
does not necessitate the adoption of its policies by local chambers. We believe 
that the United States chamber, an organization consisting of some 20 million 
business men and women, has done much for the betterment of man’s economy 
but we unhesitatingly disagree with the policy as outlined by Mr. Sutton on 
the TVA issue. : 

We are grateful to you for the fine work that you are doing and when I, or 
the facilities of this office, can lend you a hand we will be honored to have you 
call on us. 

Sincerely, 
J. M. McCurters, Manager. 


RESOLUTION 


‘ Whereas it has been brought to the attention of the Huntsville-Madison 
County Chamber of Commerce that Mr. Louis V. Sutton, of the Carolina Light 
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& Power Co., has issued a statement purporting to represent the views of the 
national chamber of commerce and stated that the national chamber favored 
the selling of all TVA properties utilized in the production of electrical power 
to private industries ; and 

Whereas the TVA has for years efficiently produced and marketed electricity 
on a sound basis and the entire Nation has benefited from its operation; that, in 
addition to the production of electric power, it has saved the country many 
millions of dollars through its flood-control, water supply, and conservation 
program ; that during World War II private industry was unable to provide 
the power necessary to develop the atom bomb and other essential defense 
plants which TVA did efficiently produce, and thus saved untold millions of 
dollars and the lives of many of our fighting men; and 

Whereas the national chamber has never advocated the sale of TVA prop- 
erties to private industry so far as we have been able to ascertain, and in its 
annual policy declaration, issued on May 1 of this year, no such proposal was 
approved ; and 

Whereas Congressman Robert Jones, of Alabama, and Congressman Clifford 
Davis, of Tennessee, have presented a sound and economical plan of self-financ- 
ing for TVA, which, we believe, is to the best interest of the entire Nation 
and TVA: Now, therefore, be it unanimously 

Resolved by the Board of Directors of the Huntsville-Madison County Cham- 
ber of Commerce, That the self-financing proposal of Congressman Robert Jones 
and Congressman Clifford Davis be, and the same is hereby, approved; and we 
do further unanimously urge the members of the Alabama delegation of the 
United States Congress to exert every effort to seek the passage of this vital 
legislation ; be it further 

Resolwed, That a copy of the foregoing resolution be sent to (1) the members 
of the Alabama congressional delegation, (2) the Huntsville Times, and (3) 
that a copy of the same be spread upon the minutes of the Huntsville-Madison 
County Chamber of Commerce. 

Adopted and approved, this the 16th day of May 1957. 

HUNTSVILLE-MADISON CoUNTY CHAMBER OF COMMERCE, 
By Wo. H. JoHNstTon, President. 


GAYLESVILLE, ALA., May 18, 1957. 
Mr. J. WILEY Bower, 
TVA, Sivth and Cherry Streets, 
Chattanooga, Tenn. 

Dear Sir: The people of Gaylesville, Ala., are very much concerned over 
the 10-point program as proposed by Mr. Louis V. Sutton and the United States 
Chamber of Commerce. We are definitely opposed to such a program. 

We consider ourselves very fortunate, even though we live in a small town, 
to have such fast and efficient service as that rendered by the TVA. Not only 
our town but the surrounding area enjoys this same efficient service. We 
realize, indeed, how fortunate we are to live in an area that is serviced by 
TVA—an area that first saw the light literally, when TVA and its great organ- 
ization moved into our section of Alabama. 

Let me say again we oppose this 10-point program. We wish to remain under 
the Tennessee Valley Authority, where the service is great, at a very low rate. 

Sincerely yours, 
C. E. CuEstnvt, Jr., Mayor. 


CULLMAN CouNTYy CHAMBER OF COMMERCE, 
Cullman, Ala., May 20, 1957. 
Hon. CHaRLEs A. BUCKLEY, 
Chairman, House Public Works Committee, 
Washington, D. C. 

Dear Sie: Enclosed is a copy of the telegram Dr. Frank Stitt, president of 
the Chamber of Commerce, Cullman, Ala., sent May 10, 1957, to J. Wiley 
Bowers, executive secretary, Tennessee Valley Public Power Association, Chat- 
tanooga, Tenn. I have been asked to send you a copy of this telegram. 

Yours very truly, 
Mrs. Metvin 1. EppLEMAN, 
Executive Secretary. 


a 


ee 
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May 10, 1957. 
J. Witey Bowers, 
Haecutive Secretary, 
Chattanooga, Tenn: 


We the chamber of commerce request to be put on record as being completely 
and entirely in discord to the proposal as had been made by Mr. Louis B. 
Sutton, president of the Carolina Light Co. to the Public Works Subcommittee. 
We are very interested and pleased with the success and operations of TVA and 
wish to see it continued under and expanded under the same laws rules and 
regulations as set out in the original TVA Act of 1933. Copies sent to Senator 
John Sparkman and Congressman Carl Elliott. 

Dr. FrRanx Stirv, 
President, Cullman County Chamber of Commerce. 


RESOLUTION 


Whereas it has been brought to the attention of the Aberdeen Chamber of 
Commerce that Mr. Louis V. Sutton, of the Carolina Light & Power Co., has 
issued a statement purporting to represent the views of the national chamber 
of commerce and stated that the national chamber favored the selling of all 
TVA properties utilized in the production of electrical power to private in- 
dustries ; and 

Whereas the TVA has for years efficiently produced and marketed electricity on 
a sound basis and the entire Nation has benefited from its operation; that in ad- 
dition to the production of electrical power, it has saved the country many 
millions of dollars through its fiood-control, water-supply, and conservation pro- 
gram; that during World War II private industry was unable to provide the 
power necessary to develop the atom bomb and other essential defense plants 
which TVA did efficiently produce and thus saved untold millions of dollars and 
the lives of many of our fighting men; and 

Whereas the national chamber has never advocated the sale of TVA proper- 
ties to private industry so far as we have been able to ascertain and at its an- 
nual policy declaration, issued on May 1 of this year, no such proposal was 
approved ; and 

Whereas Congressman Robert Jones, of Alabama, and Congressman Clifford 
Davis, of Tennessee, have presented a sound and economical plan of self financing 
for TVA, which, we believe, is to the best interest of the entire Nation and TVA: 
Now, therefore, be it unanimously 

Resolved by the board of directors of the Aberdeen Chamber of Commerce, 
That the self-financing proposal of Congressman Robert Jones and Congressman 
Clifford Davis be, and the same is hereby, approved and we do further unani- 
mously urge the members of the Mississippi delegation of the United States 
Congress to exert every effort to seek the pasasge of this vital legislation; be it 
further 

Resolwed, That a copy of the foregoing resolution be sent to (1) members of 
the Mississippi congressional delegation, (2) the Aberdeen Examiner, Aberdeen, 
Miss., and (8) that a copy of the same be spread upon the minutes of the 
Aberdeen Chamber of Commerce. 

Adopted and approved, this 21st day of May 1957. 

ABERDEEN CHAMBER OF COMMERCE, 
By Roy Sternrort, President. 
Sam WILuHItTe, Secretary-Manager. 


CHAMBER OF COMMERCE, 
Cleveland, Tenn., May 21, 1957. 
Hon. Rospert JONES, 
House of Representatives, Washington, D. C. 


Dear Mr. Jones: Enclosed is copy of letter which the board of directors of 
the Cleveland, Tenn., Chamber of Commerce authorized to be sent to our Ten- 
nessee Congressmen. As you can see, the letter concerns the attitude and policy 
of. the United States chamber regarding the Tennessee Valley Authority. 

We commend you highly for the valiant fight which you are making for the 
survival of the TVA and want to assure you of our cooperation. 

Sincerely yours, 
JoHN M. Dun tap, President. 
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CHAMBER OF COMMERCE, 
Cleveland, Tenn., May 14, 1957. 
Senator ALBERT GORE, 
United States Senate, Washington, D. C. 

Dear Senator Gore: The board of directors of the Cleveland, Tenn., Chamber 
of Commerce, meeting in regular session May 13, voted to go on record as deplor- 
ing the narrow-minded and selfish attitude, in behalf of private power interests, 
of the Chamber of Commerce of the United States in authorizing the statement 
of Mr. Louis V. Sutton, president of Carolina Power & Light Co., made to the 
House Subcommittee on Flood Control, in which he called upon Congress to sell 
the TVA outright and presented a 10-point program for disposition of the TVA. 

In view of the fact that the Tennessee Valley Authority is regarded by many 
foreign countries as one of the greatest economic enterprises of our age and 
the fact that it has brought a better way of life to a segment of our country, 
which was still suffering from the ravages of the Civil War and has been the 
means of unprecedented advancement in scientific research, flood control, ex- 
pedited the completion of the atom bomb, etc., we feel that the United States 
chamber has lost face in the eyes of much of our country and of many foreign 
countries and we hereby register our thorough disapproval and at the same time 
want to thank you and our other Tennessee Congressmen for your untiring work 
in behalf of the Tennessee Valley Authority. 

Sincerely yours, 
JoHN M. Duntap, President. 


CONGRESS OF THE UNITED STATES, 
May 24, 1957. 
CHAIRMAN, COMMITTEE ON PUBLIC WORKS, 
House of Representatives. 

Deagk Mr. CuammMAN: In reference to the hearings on the bill that would 
permit TVA to sell bonds, there was a statement released by the Honorable Joe 
L. Evins, Member of Congress, of Tennessee, concerning same. In view of asser- 
tions made in that release, I ask that the enclosed copy of a letter from the 
Chamber of Commerce of the United States be inserted in the transcript of the 
hearings on TVA. 

Sincerely yours, 
FRANK J. BECKER, 
Member of Congress. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, May 22, 1957. 
Hon. Jor L. Evins, 
House of Representatives, Washington, D. C. 

Dear Mr. Evtns. I have before me a copy of your news release of May 21 in 
which you charge that Mr. L. V. Sutton misrepresented the policy of the Cham- 
ber of Commerce of the United States when he appeared May 7 as a witness be- 
fore the House Public Works Subcommittee. 

Our fundamental policy in opposition to expanison of Federal control of elec- 
tric power, with all of its attendant evils, via TVA or any other Federal regional- 
authority device, was adopted by a membership referendum vote in 1944. 

This position has been repeatedly reaffirmed by the vote of chamber members. 
at their annual meetings. So, too, have been other chamber policies dealing with 
the continuing threat of socialistic encroachment under the guise of Federal 
water and other resources development. 

A letter of May 8, 1957, in response to a telephone inquiry from Mr. Marshall, 
of your office, forwarded the full texts of the many membership-approved policy 
declarations of the chamber on which Mr. Sutton’s testimony was based. 

The specific suggestions offered by Mr. Sutton as a 10-point program to free 
the Nation’s taxpayers from the costly burden of subsidizing the TVA were 
developed by our natural resources committee and approved by our board of 
directors in furtherance of these policies in strict conformance with the cham- 
ber’s authorized and long-established procedures. 

These constructive recommendations have long been well known to our mem- 
bership and to Congress. They were first submitted to the Congress in testi- 
mony by Mr. Sutton before the Senate Public Works Committee on July 22, 1955. 
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Less than a dozen of the more than 2,700 chambers of commerce in our 
membership have told us of any objections to the 10-point program. 

I can unhesitatingly assure you that our members continue overwhelmingly 
to support our TVA recommendations, as well as the many other chamber pro- 
posals for sound programs for efficient development and utilization of natural 
resources. 

Cordially yours, 
CLARENCE R. MILEs. 


Scorrssporo JUNIOR CHAMBER OF COMMERCE, 
Scottsboro, Ala., May 28, 1957. 
To the Members of the House Committee on Public Works, United States of 
America, House of Representatives, Washington, D.C. 


GENTLEMEN: During recent weeks the members of the Scottsboro Junior 
«<hamber of Commerce, Scottsboro, Ala., have followed with interest statements 
made in the press with regard to bills now pending before the House Public 
Works Committee which Congressman Robert E. Jones and Congressman Clif- 
ford Davis have introduced, and have reached the conclusion that these bills 
present a sound and economical plan for self-financing for the Tennessee Valley 
Authority. 

On ay 21, 1957, the Scottsboro Junior Chamber of Commerce, in regular 
meeting assembled, adopted a resolution supporting the proposed legislation 
to strengthen and perpetuate the Tennessee Valley Authority, and, in order 
that each member of the House Public Works Committee may hear the voice 
of our community, we have enclosed herewith a true copy of the resolution 
adopted in this regard. 

We urge the House Public Works Committee to report the Jones and Davis 
bills on TVA favorably to the Congress at an early date. 

Your very truly, 
J. Frep Himeure, President. 


RESOLUTION 


Whereas there is now pending before the Public Works Committee of the 
House of Representatives of the United States of America self-financing bills 
designed to perpetuate the TVA ; and 

Whereas there are 7 million people in the Tennessee Valley who are now and 
who have for many years enjoyed the facilities of the TVA and the prosperity 
associated therewith; and 

Whereas the TVA has for many years efficiently produced and marketed elec- 
tricity on a sound basis and the entire Nation has benefited from its operation ; 
that, in addition to the production of electrical power, it has saved the country 
many millions of dollars through its flood-control, water-supply, and conserva- 
tion program; that, during World War II, private industry was unable to pro- 
vide the power necessary to develop the atom bomb and other essential defense 
plants which TVA did efficiently produce and, thus, saved untold millions of 
dollars and the lives of many of our fighting men; and 

Whereas prominent figures on the national scene have appeared before the 
House Public Works Committee advocating no further investment in TVA, 
repayment of existing investment as rapidly as possible, and eventual transfer 
of the TVA power facilities to local ownership and operation ; and 

Whereas a spokesman of the United States Chamber of Commerce has testified 
before said committee proposing a program for the disposition of TVA; and 

Whereas some sources infer that this program of TVA disposal is endorsed by 
all the chambers of commerce and business leaders in general, including cham- 
bers of commerce and business leaders in the Tennessee Valley itself: Now, 
therefore, be it 

Resolved, That the Scottsboro Junior Chamber of Commerce, in regular meet- 
ing assembled, go on record as favoring the TVA self-financing bills now 
pending before the Congress of the United States of America to the end that the 
‘Tennessee Valley may continue to grow in economic strength for the betterment 
of this Nation as a whole, and in order that the facilities of the TVA may 
expand and serve more people in a larger area, and in order that the growth 
and expansion of the 7 million people now residing in the Tennessee Valley will 
not be retarded ; and be it further 
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Resolved, That a copy of this resolution be spread upon the minutes of this 
meeting and other copies be released to the press, and that copies be furnished 
to the members of the Alabama congressional delegation and the members of the 
Public Works Committee of the House of Representatives of the United States 
of America. 

Unanimously adopted and approved, this 2ist day of May 1957. 


ScorTssoro JUNIOR CHAMBER OF COMMERCE, 
By J. Frep Himpoure, President. 


DECATUR JAYCEES, 
Decatur, Ala. 
COMMITTEE ON PUBLIC WORKS, 
House of Representatives, Washington D.C. 


Deak Sims: We have recently been asked the question if we favor self- 
financing legislation for TVA or if, tike Mr. Louis V. Sutton, president of the 
Carolina Light & Power Co., we are opposed to such a plan. 

For our part we are heartily in favor of self-financing legislation for TVA, 
Similar to that sponsored in the House of Representatives by Congressman 
Davis of Tennessee and Congressman Jones. TVA must be allowed to issue its 
Own revenue bonds if our power needs are to be taken care of. 

The Decatur Junior Chamber of Commerce is taking appropriate action to 
make its views khown by publishing the attached resolution and placing a copy 
of this letter and attached resolution in the hands of all area civie organiza- 
tions, members of the Alabama delegation to Congress, and all members of the 
House Public Works Committee. 

Yours very truly, 
J. R.. WASHBURN, President. 


RESOLUTION 


Whereas there is now pending before the House Public Works Committee of 
the House of Representatives of the United States of America self-financing 
bills designed to perpetuate the TVA; and 

Whereas there are 7 million people in the Tennessee Valley who are now and 
who have for many years enjoyed the faciilties of the TVA and the prosperity 
associated therewith; and 

Whereas the TVA has for many years efficiently produced and marketed elec- 
tricity on a sound basis and the entire Nation has benefited from its operation ; 
that in addition to the production of electrical power, it has saved the country 
many millions of dollars through its flood control, water supply, and conservation 
program ; that during World War II private industry was unable to provide the 
power necessary to develop the atom bomb and other essential defense plants 
which TVA did efficiently produce, and thus saved untold millions of dollars and 
the lives of many of our fighting men; and 

Whereas prominent figures on the national scene have appeared before the 
House Public Works Committee advocating no further investment in TVA, 
repayment of existing investment as rapidly as possible, and eventual transfer 
of the TVA power facilities to local ownership and operation ; and 

Whereas a spokesman of the United States Chamber of Commerce has testified 
before said committee proposing a program for the disposition of TVA; and 

Whereas some sources infer that this program of TVA disposal is endorsed 
by all the chambers of commerce and business leaders in. general, including 
chambers of commerce and business leaders in the Tennessee Valley itself: Now, 
therefore, be it 

Resolved, That the Decatur Junior Chamber of Commerce in regular meeting 
assembled, go on record as favoring the TVA self-financing bills now pending 
before the Congress of the United States of America to the end that the Tennessee 
Valley may continue to grow in economic strength for the betterment of this 
Nation as a whole and in order that the facilities of the TVA may expand and 
serve more people in a larger area and in order that the growth and expansion 
of the 7 million people now residing in the Tennessee Valley will not be retarded ; 
and be it further 

Resolved, That a copy of this resolution be spread upon the minutes of this 
meeting and other copies be released to the press, and that copies be fur- 














TENNESSEE VALLEY AUTHORITY FINANCING 283 


nished to the members of the Alabama congressional delegation and the mem- 
bers of the House Public Works Committee of the House of Representatives of 
the United States of America. 

Unanimously adopted and approved, this 4th day of June 1957. 


DECATUR JUNIOR CHAMBER OF COMMERCE, 
J. R. WasHsBurn, President. 
W. BE. Bynum, Secretary. 


RoaNE County CHAMBER OF COMMERCE, 


Harriman, Tenn., June 13, 1957. 
Mr. J. WILEY Bowers, 


Executive Secretary, Tennessee Valley Public Power Commission, 
Electric Power Board Building, Chattanooga, Tenn. 


Dear Mr. Bowers: Upon request of Mr. Charles BE. Perkins of the Harriman 
Utility Board, the Roane County Chamber of Commerce has thoroughly studied 
the matter of the United States Chamber of Commerce’s views toward TVA. 

The board of directors of this organization wishes to take opposition on the 
United States Chamber views on TVA. 

Please do not hesitate to call upon us if we can assist you at any time. 

Yours very truly, 
Mrs. Berry BRuMLEy, Manager. 


x 





